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FOREWORD 
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It is safe to say that the twentieth century has 
been more sensational than the nineteenth, 
which preceded it. This can be shown by a sim- 
ple list of events and achievements. Our exis- 
tence has been invaded by nuclear energy, syn- 
thetic chemistry and rocket engineering, man 
has been able to travel in space and even take 
a stroll on the moon. But the real sensation of 
the 20th century is undoubtedly economic plan- 
ning, because its impact on the rate of human 
progress has been truly stupendous. 

In a nutshell, the social function of planning 
is to force the anarchy of the market to give 
way to conscious purposeful activity, a transi- 
tion from the kingdom of blind necessity to the 
kingdom of well-understood objective laws. The 
founder of scientific socialism, Marx, wrote: 
“But what distinguishes the worst architect from 
the best of bees is this, that the architect raises 
his structure in imagination before he erects it 
in reality.” ' Conscious purposeful activity dis- 
tinguishes the architect from the bee, the plann- 
ed from anarchic economy. But planning only 
becomes possible under certain circumstances. 


' K. Marx. Capital, Vol. 1, p. £78. 
3 


The architect has nothing to do if no one is 
building anything. The merits of his building, 
like the merits of an economic development plan, 
depend not so much on good intentions as on 
objective circumstances. 


These circumstances, both social and econo- 
mic, determine the principles and methods by 
which plans are drafted, the patterns of plann- 
ing and the economic content of the plans. 


Economic planning was first employed in the 
Soviet Union, as a natural result of the radical 
social and economic changes which took place 
after the victory of the October socialist revolu- 
tion in Russia in 1917. The main condition for 
planned economic management is public owner- 
ship of the principal means of production. It 
binds the entire national economy into a single 
whole. The activities of each enterprise become 
an inseparable part of the general process of pro- 
duction. To unite and combine the activities of 
hundreds of thousands of enterprises and the 
efforts of millions of working people, and ensure 
united action in building a communist society, 
there must be a single, scientific national plan. 


Economic planning in the USSR has been de- 
veloping over many years, and its influence on 
the theory and practice of planning all over the 
world is increasing. 


The varied experience of economic planning 
in the Soviet Union cannot possibly be dealt 
with in the space of a short booklet. So the au- 
thors will limit themselves to explaining how the 
initial Soviet economic plans were compiled, 
supervized and carried out. 
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The Conditions for Nation-Wide 
Economic Planning 


M@ The political conditions of planning in the 
USSR were the revolutionary overthrow of the 
government of landlords and capitalists and the 
establishment of government by the people as a 
result of the victorious October revolution of 
1917. 

Besides the right political conditions, nation- 
wide economic planning also requires a number 
of economic and organizational conditions. The 
most important were the socialization of the 
principal means of production and concentration 
of the main levers of economic control in the 
hands of the state. Nation-wide economic plan- 
ning in the Soviet Union developed and _ stren- 
gthened as these conditions, without which a real 
planned economic system cannot be set up, grew 
and matured. 

In the years immediately after the revolution, 
the Soviet government did not set out to socia- 
lize all the means of production, because, as Le- 
nin said, a planned economic system can only 
emerge and strike root when the working clas- 
ses have learned to govern, and the prestige of 
the masses has been firmly established. 

The national interest required that production 
and distribution should be taken under firm and 
comprehensive control. So workers’ control com- 
mittees were set up in all factories and plants a 
few days after the revolution to ensure a syste- 
matic regulation of the economy and give the 
workers a chance to gain first hand experience 
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in management. The workers’ contro] commit- 
tees did not take over the factory-owners’ prero- 
gatives. They held a watching brief over produc- 
tion and sales, raw material supplies, etc. But 
they played a very significant part. 

Workers’ control was, in fact, the first practi- 
cal step towards government control. It was a 
preliminary measure, which paved the way for 
a gradual and complete nationalization of the 
economy. But the beginning of the civil war, 
foreign armed intervention and mounting coun- 
ter-revolutionary sabotage forced the Soviet go- 
vernment to move on quickly from workers’ con- 
trol to nationalization. Nationalization is a his- 
torically necessary and inevitable process of so- 
cialization of the means of production in accor- 
dance with the social nature of production itself. 
In Russia, however, it was sped up by the sabo- 
tage of the bourgeoisie and by the country’s eco- 
nomic difficulties. Private banks which often 
financed counter-revolution were nationalized. 
The single State Bank, instituted at that time, 
had the monopoly of economic financing and 
contro] of banking on a national scale. 

In June, 1918, the government issued a decree 
nationalizing over a thousand joint-stock com- 
panies and other large enterprises in a number 
of industries. While it declared them the pro- 
perty of the Republic, the Soviet government al- 
lowed the former owners to go on managing 
them and even use the income if they ran the 
factories at their own expense. All they were 
asked to do was to follow the national plans of 
production and distribution. The government’s 
effort to reconcile private business with the ra- 
tional planned economy did not succeed under 


the complicated conditions of the civil war. Many 
former factory-owners not only refused to do 
honestly what they were asked. Many were ac- 
tive counter-revolutionaries who tried to under- 
mine the economy in every possible way. Na- 
turally enough, these people had to be replaced 
by specialists who were loyal and by advanced 
workers who had been to the school of workers’ 
control. 

The first central economic management body 
of the young Soviet Republic was the Supreme 
Economic Council, instituted in December, 1917. 
It exercized current control over the social eco- 
nomy and was the first central planning body of 
the Republic. 

Nationalization of large-scale industry, trans- 
port and communications, carried out in 1918, 
and the introduction of a state monopoly of for- 
eign trade considerably extended the sphere of 
economic government control. 

With the armed intervention, the civil war. 
economic dislocation, and a dearth of consumer 
goods and industrial resources, it was necessary 
to introduce rigorous centralized control and to 
limit the independence of enterprises and local 
economic bodies to some extent. All raw materi- 
al and fuel for the factories and the distribution 
of their output had to be strictly controlled. 

No other management method would have 
worked in that period, because centralized con- 
trol made it possible to concentrate production 
at the larger enterprises and distribute the mea- 
gre resources available to the young Soviet Re- 
public rationally. 

After the end of civil war and the rout of 
interventionists, the country adopted the New 
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Economic Policy (NEP). Its chief purpose was 
to rehabilitate and promote the national econo- 
my by an all-round development of public and 
private economic initiative. More flexible forms 
of industrial management were needed to utili- 
ze the market, trade and money circulation in 
the most effective way. It became necessary to 
dispense with too rigorous centralized control 
and to improve planned economic management 
while giving more scope to the creative business 
activities of the masses. 

This period in the economic history of the 
Soviet Union is remarkable for free market com- 
petition in all forms of social and private eco- 
nomy. Now that small private producers and 
shop-keepers, taking advantage of the extreme 
shortage of goods, were free to sell their wares 
at prices greatly exceeding the fixed government 
price, small-scale private industry and trade in- 
creased rapidly. To further this growth, the So- 
viet government even  denationalized certain 
small enterprises that employed hired labour 
which had been nationalized. Furthermore, 
concessions were granted to foreign capitalists 
to attract investment. So private enterprise was 
given every opportunity in the economic race 
with the state sector of the Soviet economy. 
Even so, private enterprise failed to hold out 
against socialized economy which proved much 
more viable on all hands. The commonly acknow- 
ledged superiority of large-scale industry and 
trade resulted in the Soviet Union, as every- 
where, in the bigger concerns ousting and swal- 
lowing up the smaller ones in the normal course 
of market competition. Even though in the early 
twenties private industry and trade grew fast 
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enough, the business done by the socialist sector 
increased much faster. As more goods appeared 
on the market, and private producers had_ to 
reduce their prices to the government price le- 
vel, private trade first began to mark time and 
dwindled. By 1931 the turnover in the private 
shops had dropped almost to nil. By 1928, pri- 
vate enterprises accounted for 12 per cent and 
by 1933 for less than 0.5 per cent of total in- 
dustrial output. The large foreign concessions 
did not thrive in the Soviet Union either. The 
economic superiority of socialized enterprises 
became quite obvious. The result was that pri- 
vate trading and industrial capital was ousted 
completely from the Soviet economic scene. 

But until this process was complete, planning 
in the Soviet Union could not be fully effective. 
The existence of a considerable private sector of 
small-scale industry and trade made it necessary 
to combine direct planning for state-owned en- 
terprises with indirect methods. 


Lenin on Economic Planning 


@ An entire revolutionary epoch in the life of 
mankind is associated with the name of Vladimir 
Ilyich Lenin. He has gone down in history as a 
brilliant revolutionary, the organizer and lead- 
er of the October socialist revolution of 1917, 
and as a great thinker of immense erudition, 
whose interests were remarkable in range and 
scope. Lenin made a priceless contribution to 
social thought, creatively developing the Marx- 
ist doctrine and enriching it by new scientific 
conclusions. Above all, Lenin proved that so- 
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cialism could be victorious in one country to 
start with, and he developed the plan for build- 
ing socialism. 

The problems of planned management had an 
important place among Lenin's versatile theore- 
tical and practical revolutionary activities. He 
provided scientific solutions to the key problems 
in the management and planning of the socialist 
economy. The foundations of planned economic: 
management were laid under Lenin’s personal 
supervision. 

According to Lenin, the systematic organiza- 
tion of socia! production is the hub of planned 
management. A true economic plan to regulate 
production and distribution in the interest of 
the working people can be elaborated in a wor 
kers’ state. A people’s government can mobilize 
and set in motion all production resources to 
fulfil the plan and it can organize immediate 
control over economic development as a whole. 

Lenin’s idea of single national economic plans 
of extended socialist reproduction taking the 
operation of economic laws into account and re- 
flecting the balance and unity of the inter-indus- 
try and inter-district division of labour was of 
immense significance. In 1920, Lenin wrote: ‘‘The 
plans of the various branches of production must 
be soundly co-ordinated, and linked up so as 
to constitute the single economic plan we stand 
in such great need of.” ! 

Describing the socialist economic management 
methods, Lenin pointed out that centralized ma- 
nagement of the economy was necessary both 
technologically and economically. He wrote: 


' Lenin. Coll. Works, Vol. 31, p. 511. 
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“... the material source, the productive source, 
the foundation of socialism—calls for absolule 
and strict unity of will, which directs the joint 
labours of hundreds, thousands and_ tens of 
thousands of people.” ! 

A systematic regulation of national production 
is economic planning. Public ownership of the 
means of production presupposes a closely co- 
ordinated development of all spheres of human 
activity. No single enterprise can develop in iso 
lation from the rest of the economy. The func- 
tion of regulating each component of the social- 
ist economy, and the economy as a whole, de- 
volves on the single economic plan. 

Lenin underlined the constructive value of 
the single economic plan for the whole of the 
country stating that, “Only large-scale, planned 
construction, which aims at evenly utilizing eco- 
nomic and business values, deserves to be cal- 
led socialist.” “ 

The system and methods of national econo- 
mic planning are particularly important in the 
regulation of economic growth. The answer was 
provided by Lenin, who evolved and substantiat- 
ed the most vital principles of national economic 
planning, the most important of which are: har- 
mony in politics and economics, scientific and 
realistic nature of planning, democratic central- 
ism, the economic plans must be binding, there 
should be long-term planning, supervision of 
plan fulfilment, a rational system of stock-taking, 
accounting, and statistics. 

National economic planning is the purposeful 


! Lenin. Coll. Works, Vol. 27, p. 268. 
2 Lenin. Coll. Works, Vol. 28, p. 36. 
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activity of the Soviet state and people under the 
guidance of the Communist Party. Lenin stated: 
“Our Party programme must not remain solely a 
programme of the Party. It must become a pro- 
gramme of our economic development...” ! Na- 
tional economic plans serve to accomplish the 
social and political aims set by the Communist 
’ Party of the Soviet Union at each stage of the 
development of socialist society. 

In socialist society, politics come to play a 
greater part as the socialist state becomes the im- 
mediate organizer of economic processes. 

Lenin pointed out that “...without a correct 
political approach to the matter the given class 
will be unable to stay on top, and, consequently, 
will be incapable of solving its production prob- 
lem either.” ? 

A single political and economic approach to 
socialist construction requires above all that the 
political aims of improving and developing the 
social system be considered. Lenin wrote: “...as 
we begin socialist reforms we must have a clear 
conception of the goal towards which these re- 
forms are in the final analysis directed, that is, 
the creation of a communist society.” 3 

The first step in drafting an economic plan is 
to formulate and substantiate scientifically the 
economic and political aims and the main eco- 
nomic development tasks. These can either be 
formulated as development trends or as the le- 
vels to be attained, and society's more pressing 
needs and the actual possibilities of meeting 


' Lenin. Coll. Works. Vol. 31, p. 515. 
2 Lenin. Coll. Works, Vol. 32, p. 84. 
3 Lenin. Coll. Works. Vol. 27, p. 127. 
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them must be taken into consideration, so must 
the prevailing social, economic and technological 
conditions. 

Full scientific substantiation of the plan is a 
basic prerequisite for economic planning. We 
must make sure, Lenin wrote, “...that our ex- 
tensive plans in this field are not fantasies, but 
are borne out by and based on technology and 
science...” } 

To approach economic planning scientifically 
the operation of the principal economic law of 
socialism, the law of systematic economic deve- 
lopment and the law of value and other objective 
economic laws which take effect under socialism 
must be borne in mind. And scientific approach 
presupposes the study, knowledge and utilization 
of the laws of nature. 

An understanding of the operation of objective 
laws makes it possible to choose the direction in 
which production and consumption must be 
developed at all levels of national economic 
planning realistically. Lenin repeatedly stressed 
that planning should be based on a thorough 
study of facts and figures and detailed under- 
standing of past experience. 

When drafting national plans, the planners 
must take the main trends of technological prog- 
ress (automation of production processes, intro- 
duction of chemistry in technological processes, 
electrification of the economy) and the sum of 
the experience of the practical activities of mil- 
lions of working people into account. 

It is an essential requirement of scientific 
planning that the plans should be based on prog- 


! Lenin. Coll. Works, Vol. 30, p. 334. 
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ressive technical and economic standards, so that 
the fullest possible use of the national resources 
is made and the economic balance is established. 

Lenin’s instructions that the division of labour 
between republics and different areas of the 
country should be rational and that natural 
factors, and also the living conditions and the 
national and historical features of each republic 
and area must be taken into account were very 
important. 

Lenin insisted that economic planning must be 
realistic, for every miscalculation could cause 
damage to the people’s economy. On the errors 
in the fuel plan for the first half of 1921, Lenin 
pointed out that the resources had been mis- 
estimated, and that nothing had been left for a 
rainy day, although it is impossible to manage 
the economy on a national scale without reserves. 
He pointed out that the fuel and transport crisis 
had been caused “not only by a shortage of 
material resources, but by a miscalculation of 
the rate of development.” ' Lenin wrote that the 
planners’ excessive optimism had resulted in bu- 
reaucratic utopias so that only a very small part 
of the plans had been realized, and concluded 
that this would have to be radically altered. ? 

The principle of democratic centralism is fun- 
damental to the theory and practice of socialist 
construction and economic management and 
planning. 

National ownership calls for a single centra- 
lized plan. Building socialism, Lenin pointed out, 
“...means building a centralized economic sys- 


' Lenin. Coll. Works, Vol. 33, p. 166. 
2 Lenin. Coll. Works, Vol. 32, p. 497. 
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tem, an economic. system directed from the 
centre.” ! 

Democratic centralism of planning implies an 
optimal balance of centralized economic man- 
agement and local initiative. 

It implies the existence of an efficient centra- 
lized system of general, industrial and territo- 
rial planning bodies, whose directives are carried 
out promptly and accurately by the organs lower 
down the line, while the former give considera- 
tion to any well-substantiated proposals sub- 
mitted from below. 

Centralized planning creates a stable, and re- 
liable economic position for each production 
unit, determining its position and prospects for 
future development in the overall division of 
labour. But centralized planning of a complex 
economic system can only be successful if it is 
combined with economic independence at enter- 
prise level and relies on the initiative of the 
masses. 

This finds graphic expression in the present 
system under which national economic plans are 
drafted and endorsed. The Draft Directives on 
the five-year economic development plan of the 
Soviet Union for 1971-75, for instance, were 
widely discussed at republican Party congresses, 
territorial and regional conferences, Party meet- 
ings and meetings of working people. Their pro- 
posals were considered and found reflection in 
the Directives. The workers of every Soviet en- 
terprise take part in mapping out and accomp- 
lishing both the current and the long-term deve- 
lopment plans for their enterprise. 


! Lenin. Coll. Works, Vol. 28, p. 400. 


1s 


Lenin’s ideas on centralized economic mana- 
gement are spearheaded against both bureaucra- 
tic centralization and anarchy. He wrote: “We 
are for democratic centralism... There is noth- 
ing more mistaken than confusing democratic 
centralism with bureaucracy and routinism. Our 
task now is to carry out democratic centralism 
in the economic sphere, to ensure absolute har- 
mony and unity in the functioning of such eco- 
nomic undertakings as the railways, the postal 
and telegraph services, other means of transport, 
and so forth. At the same time, centralism, under- 
stood in a truly democratic sense, presupposes 
the possibility, created for the first time in his- 
tory, of a full and unhampered development not 
only of specific local features, but also of local 
inventiveness, local initiative, of diverse ways, 
methods and means of progress to the common 
goal.” 

But Lenin continually emphasized that it was 
essential to develop the creative initiative of the 
masses as much as possible. He believed in their 
decisive role and taught the Communist Party to 
rely on the people in all practical activities. He 
wrote: “...the minds of tens of millions of those 
who are doing things create something infinitely 
loftier than the greatest genius can foresee.” ? 

One of the principal starting points of eco- 
nomic planning lies in the mandatory nature of 
the national economic plans. National economic 
development plans are endorsed by the country’s 
supreme organs of power whereupon they be- 
come law and consequently are binding on all 


! Lenin. Coll. Works. Vol. 27, pp. 207-208. 
2 Lenin. Coll. Works, Vol. 26, p. 474. 
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responsible for their execution. National eco- 
nomic plans presuppose mandatory assignments 
from the central bodies who endorse the natio- 
nal economic plan and decide on the economic 
growth rates including the accumulation con- 
sumption ratio for the national income as well 
as general economic and main balance between 
industries. Without directive planning, without 
the direct allotment of centralized investment 
and other vital resources between major indus- 
tries and building projects it is impossible to 
shape the economic structure effectively. 

Lenin set great store by long-term planning 
of the economic development of the Soviet 
Union. He wrote: “Do not be afraid of long-term 
plans, for without them you cannot achieve an 
economic revival; let us devote all our energies 
in the localities to their fulfilment.” ! 

Lenin explained the meaning and the para- 
mount significance of long-term planning of the 
first socialist economy in history. To build the 
new society, to create and develop the new eco- 
nomic system, one must have a clear perspective. 
While he underlined the decisive role of long- 
term planning, Lenin insisted on a unity between 
long-term and current planning. A long-term 
plan had to be given concrete expression in cur- 
rent plans, “it should be amplified, elaborated, 
corrected and applied in the light of well-scruti- 
nized practical experience.” ” 

Lenin regarded the plan as a means of mobi- 
lizing the people to solve the problems of so- 
cialist construction as quickly as possible. He 


' Lenin. Coll. Works, Vol. 31, p. 511. 
2 Lenin. Coll. Works, Vol. 32, p. 143. 
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wrote: “...we must carry away the mass of 
workers and politically-conscious peasants with 
a great programme for the next 10-20 years”; ! 
“.. this is most important—we must be able to 
arouse both competition and initiative among 
the masses, so that they set about the job 
straightaway.” ? 

At the same time, the working people’s parti- 
cipation in planning has to be organized. That 
is why Lenin considered it necessary to begin 
planning from the top and bottom simultaneous- 
ly. The government should direct planning, in 
Lenin’s phrase, as gently as a conductor directs 
an orchestra. 

Lenin also cautioned against the danger of 
building castles in the air. A plan, Lenin pointed 
out, must rally all resources and all of people’s 
creative energy; it must be strenuous but feasible. 

To prevent planning from getting wound up in 
red tape, the progress of the plan must be check- 
ed up on even at the preparatory stage. At the 
same time, proper control must promote the 
fulfilment of the plan adopted, the working 
people’s initiative and efforts being an earnest 
of fulfilment and overfulfilment. The successful 
organization of plan fulfilment requires strict dis- 
cipline, adherence to the national norms of la- 
bour and to production quotas, pre-set figures of 
merit and production costs, contracts between en- 
terprises, output delivery plans, and so on. 

Lenin regarded a rational system of stock- 
taking, accounting and statistics, and the prompt 
compilation of exact, scientifically classified sta- 


' Lenin. Coll. Works, Vol. 35, p. 436. 
2 Lenin. Coll. Works, Vol. 35, p. 467. 
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tistical data covering every area in the country 
and the entire economy, as essential and he was 
particularly concerned that such a_ system 
should be organized. The foundations of this 
system were set up on Lenin’s instructions soon 
after the victorious October revolution. In 1918, 
the organization of the Central Statistical Board 
(CSB) and local statistical bodies was completed. 
In his instructions to Gosp!an (the State Plann- 
ing Committee), the first planning body in the 
history of the Soviet country, and to CSB, Lenin 
gave practical advice on how to organize stock- 
taking and statistics, to make them into an ef- 
fective lever for building socialism, checking up 
on the fulfilment of economic plans, taking stock 
of resources, and providing the Soviet state with 
data required for the daily supervision and orga- 
nization of the economic effort. 

These principles, evolved by Lenin, have fur- 
nished the theoretical and organizational foun- 
dation on which the practice of socialist man- 
agement and planning of the national economy 
of the USSR rests. 


First Steps in Economic Planning 


W@ Socialist nationalization of the principal 
means of production—land, large-scale industry, 
transport, the banks, foreign trade—made the 
methodical development of the socialist econom- 
ic sector necessary and possible. On the basis of 
socialist production relations, the law of compe- 
tition and anarchy of production ceased to be 
valid even during the period of transition from 
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capitalism to socialism, and the law of methodic- 
al development of the national economy, provid- 
ing for the planned management of the national 
economy in the interest of society, emerged and 
began to take effect. At first its action was li- 
mited because during the transitional period 
petty economy and capitalist production co-exist- 
ed with the socialist mode of production, and at 
that time the latter accounted for a smaller pro- 
portion of the national economy. The Soviet 
government was only beginning to master plann- 
ing then. But, as socialist ownership of the means 
of production became firmly established and the 
socialist relations of production developed and 
strengthened, the law of systematic economic 
development gained ground so that more and 
more economic activities could be conducted ac- 
cording to plan. 

The first measures taken by the Soviet state 
in the sphere of systematic organization of pro- 
duction were associated with the demobilization 
of industry. 

The Soviet government inherited a seriously 
damaged industry from the bourgeois-landlord 
system which mainly produced war supplies for 
World War I. From the very start, the Soviet 
state was faced with an extremely complicated 
twin-sided problem: to switch industry over to 
peace-time production without a moment's delay, 
while rebuilding it radically on socialist lines in 
accordance with the new purpose of social pro- 
duction—the satisfaction of the working people’s 
material and cultural needs. 

A systematic reorganization to a peace-time 
economy and the production of consumer goods 
began straightaway—from top and bottom—all 
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over the country right after the victory of the 
socialist revolution. While a general plan of reor- 
ganization of industry and its branches was deve- 
loped in the centre, concrete plans for switching 
individual enterprises to peace-time production 
were prepared locally. Workers’ organizations at 
the plants and factories which had produced mi- 
litary equipment sent the information needed for 
working out the plan for demobilization of in- 
dustry, reporting how many workers there were 
in the factory, fuel and raw material stocks, con- 
tracts in hand, and how far they were advanced, 
and how soon they could be expected to be com- 
pleted, and so on, to the newly instituted eco- 
nomic bodies. 

The success of the endeavours to overcome the 
economic dislocation and improve the people’s 
living standard largely depended at that time 
on the rehabilitation of farming and transport, 
which had been especially hard hit by the impe- 
rialist war. The efforts of Soviet industry, there- 
fore, were concentrated on carrying out that 
task first. Basic industrial enterprises were 
switched to the production of farm machinery 
and implements, the manufacture and overhaul 
of railway carriages and locomotives, engines, 
and so on. 

Plans for switching industry to peace-time 
production also included the improvement of 
production methods. The nationalization of in 
dustry made it possible to amalgamate enter- 
prises which had belonged to different owners, 
and concentrate production at better-equipped 
enterprises with more skilled workers in order to 
save labour and increase efficiency, to organize 
a common supply of fuel and raw materials, etc. 
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Departments of the National Economic Council 
in charge of individual industries were mapping 
out a new structure for each industry and a new 
specialization between the enterprises. 

The task of reorganizing the economy on so- 
cialist lines was reflected in the early economic 
plans, such as the production programmes for 
factories, branches of industry and economic 
districts. These were the first current plans for 
short term use. Their development started in the 
factory. Production programmes drafted in this 
way were endorsed by the government after 
being considered by the National Economic 
Council. Even in the period right after the Octo- 
ber revolution the central and local Soviet eco- 
nomic bodies accumulated a lot of experience of 
drafting production programmes for factories 
and economic plans for branches of the econo- 
my and separate districts. These plans fixed the 
output, the dead lines, the size of the labour 
force, the order in which a factory was to be 
supplied with fuel, raw material and money, and 
how much of each of these it was to receive. 
This was planned according to the type of fact- 
ory, its material and manpower resources, on the 
one hand, and according to calculations of the 
quantity and type of producer and consumer 
goods required by the Soviet Republic, and a 
rough estimate of the extent to which these re- 
quirements could be met by home production 
and imports, on the other. The calculations were 
made from prewar norms, the available supplies 
of materials and the probable growth in labour 
productivity. To substantiate the production 
programmes, local Economic Councils and the 
National Economic Council inspected many 


22 


plants and factories to find out what state they 
were in and what working conditions they had, 
and estimated their resources and their supplies 
for the period for which the plan was drawn up. 
The production programmes drawn up in 1918 
by the North District Economic Council for the 
metallurgical and metal-working industries are 
among the earliest planning efforts of this kind. 
The first programme was compiled in June for 
the following two months, It covered the opera- 
tions of ten large factories in Petrograd (now 
Leningrad). Then the metals sector of the North 
District Economic Council drafted a second 
programme designed for four months, covering 
the operations of sixty metallurgical and metal- 
working plants and shops with a total labour 
force of nearly 35,000. 

For the fourth quarter of 1918, a production 
programme was drafted by the paper sector of 
the Economic Council of the North District. This 
programme determined and directed the activi- 
ties of nearly half of the paper industry in Soviet 
Russia. 

Although these early production programmes 
were imperfect, they signified an important ad- 
vance in organizing and planning industrial pro- 
duction. They made it possible to regulate and 
guide the operation of enterprises, point out the 
most viable among them, give them definite as- 
signments to fulfil, and distribute the means of 
production among them. Production programmes 
demonstrated in practice what needed to be done 
to change from capitalist production anarchy, 
where the purpose of production is not to satisfy 
the needs of working people but to get as much 
profit as possible, to a systematic regulation of 
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production in the people’s interest. This expe- 
rience was widely applied in other districts in 
Soviet Russia. 

Since the spring of 1918, the National Econo- 
mic Council and local Economic Councils began 
to prepare production plans for separate bran- 
ches of industry and_ districts on a national 
scale, designed for somewhat longer terms like 
six months or a year. 

Soviet nationalized industry began to develop 
according to plan. Along with the planning of 
production, the National Economic Council also 
prepared plans for the distribution of industrial 
output, which, in turn, provided for effective 
production planning. To organize a systematic 
distribution of orders among industrial enter- 
prises and the best possible satisfaction of the 
needs of the national economy for industrial pro- 
ducts, the National Economic Council and local 
Economic Councils set up delivery and order de- 
partments. These departments collected requests 
for orders from the producer enterprises at one 
end, and requests of diverse economic establish- 
ments and departments for materials and finish 
ed goods at the other. On the strength of the 
requests received, the Central Delivery-Order De- 
partment of the National Economie Council col- 
lected information from enterprises and econo- 
mic bodies as to their stocks of finished goods, 
what kind of products they could produce and 
on what scale, and how well they were provided 
with plant, raw materials and fuel. The princi- 
pal functions of the Central Delivery-Order De- 
partment were to find out which industrial goods 
the economy needed, and how the supplies could 
be found at home and by imports; to plan the 
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placing of orders at home and abroad; to distri- 
bute such orders. The Department took charge 
of all orders and ensured their distribution ac- 
cording to plan. Orders were placed not only 
with nationalized but with privately-owned en- 
terprises as well. The latter got the raw materials 
and fuel from the state and also received loans 
from the People’s Bank. 

Distribution of industrial output was also dealt 
with by the industrial departments of the Natio- 
nal Economic Council. The systematic listing 
and distribution of orders enabled the National 
Economic Council to direct the activities of ma- 
jor basic industrial enterprises. 

Thus new ratios and relations were gradually 
established between branches of industry, enter- 
prises within a branch, and economic areas. The 
establishment of a new system of economic re- 
lations, the listing and systematic distribution 
of orders and contro} over the fulfilment of these 
orders, were among the more important and dif- 
ficult problems in the early period of socialist 
construction. 

It was extremely difficult to organize indus- 
trial production according to plan during the 
first year after the socialist revolution because of 
the shortage of fuel, metal, raw materials and 
plant. The problem of fuel and metal was one 
of the greatest problems of economic develop- 
ment at that time. 

The Soviet government took the supply and 
distribution of fuel under its control and ensured 
a systematic distribution of coal with the assist- 
ance of factory committees, while steps were 
taken to organize and increase the production of 
all kinds of fuel. 
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In May, 1918, the Soviet government drew up 
a development programme for the fuel industry 
and adopted the plan for national fuel supply. 
Since the supply of coal from the Donets Coal 
Basin, the main source of fuel, had temporarily 
ceased, as it was then occupied by German im- 
perialist troops, the plan was to develop coal 
production in the Moscow Coal Basin, the Urals 
and Siberia, and to increase the output of peat. 

The Soviet state did much to carry out this 
plan. Very soon new mines were built in the 
Moscow Coal Basin, and the output of coal in 
the Urals and Kuznetsk Basin (Siberia) was 
stepped up. 

The Soviet government also paid much atten- 
tion to the metallurgical industry, which is es- 
sential for making the instruments and means of 
production. At that time, the Soviet Republic 
was extremely short of metal. In 1918, Soviet 
Russia (without the areas seized by the German 
imperialists) needed at least 111 million poods 
(a pood= 16 kilograms) of metal or a half of the 
prewar supply. Of this amount, however, only 
82-83 million poods of cast iron and steel—a star- 
vation ration—-was available. 

The bulk of metal output had to be supplied 
by the metallurgical plants in the Urals, the prin- 
cipal base while the plants in the south were 
in German hands. The Soviet government drew 
up a plan under which the Urals metallurgical 
industry was to be rehabilitated and reconstruct- 
ed and new branches of metallurgy and machine- 
building developed. But the progress of the plan 
was interrupted by foreign armed intervention. 

After the temporary loss of the Urals, the 
Central district, with its low-powered, technolo- 
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gically backward works, was the only centre of 
ferrous metallurgy left to the Soviet Republic. 

In view of the extreme shortage of fuel and 
metal, it was particularly important that careful 
stock should be taken of these resources and 
that they should be distributed systematically. 
The Soviet state took stock of and used accord- 
ing to plan all the reserves and new output of 
the coal and metallurgical industries. In 1918, 
according to the National Economic Council da- 
ta, there were stocks to the tune of 30 million 
poods of metal in all the districts. These reserves 
of metal, as well as scrap metal, were placed 
under the control of the National Economic 
Council so that they could not be distributed 
without the sanction of its Metals Department. 
Under the state fuel supply plans, priority was 
given to enterprises which were particularly im- 
portant to the national economy, such as power 
plants, water supply systems, flour mills, baker- 
ies, factories working for the railways, agricul- 
ture, etc. 

Planning and regulation of fuel, raw and other 
material supplies for industrial enterprises and 
of distribution of industrial output went hand 
in hand with the regulation of prices for capital 
and consumer goods alike. 

Soviet experience has shown that at the first 
stage of planning it is impossible to draw up 
overall economic plans which closely co-ordinale 
the activities of every branch of social produc- 
tion. Until 1925, current ‘annual) planning only 
extended to some branches of the economy, with 
particular attention to the fuel, metallurgical, 
chemical, textile, and sugar-refining industries. 
The plans were tentative and not sufficiently co- 


27 


ordinated. The first attempt to draw up a nation- 
al economic plan for the Soviet Union consisted 
of the “Estimated Figures” for the economic year 
1925/26 (at that time the Soviet economic year 
started on October 1), which co-ordinated pro- 
duction and consumption for the first time. 

Planning was especially difficult for agricul- 
ture, the largest industry at that time. Although 
land had been nationalized, the country had over 
twenty million smal! farms. It was utterly im- 
possible to do any direct planning with this mass 
of isolated producers. That was why the Soviet 
state limited itself to economic measures aimed 
at regulating agricultural production. The state 
influenced farming to some extent by raising or 
lowering the prices for one or another type of 
farm produce, and financing the more labour- 
intensive crops by contracting for them well in 
advance, and then by supplying machinery, ferti- 
lizer and consumer goods to the more important 
agricultural districts. To aid farming, various 
co-operative organizations — credit, sale, and 
supply co-operatives — were also widely em- 
ployed. Of great importance in this respect were 
large government farming concerns (the state 
farms), public and co-operative stations which 
hired out farm machinery, and pedigree stock 
breeding and seed-growing farms, etc. 

The inauguration of the State Planning Com- 
mittee (Gosplan) in 1921, which laid the founda- 
tions of the present ramified system of planning 
bodies, was of great significance to the organi- 
zation of national economic planning. 

Thanks to the organization of planned econo- 
mic management, considerable success was 
achieved in economic development. In 1926, the 
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prewar (1913) level of industrial production was 
exceeded. The foundations had been laid for car- 
rying out extensive plans for socialist industria- 
lization. 

Naturally, in the early period of Soviet govern- 
ment particular attention had to be paid to cur- 
rent production plans, because the main task of 
that time was to rehabilitate Russia’s ruined 
economy as quickly as possible. Nevertheless, as 
early as 1920, Lenin put forward the idea of the 
long-term plan. One cannot work, he said, with- 
out having a plan for the long term for serious 
success. In that period of horrifying economic 
dislocation the first long-term national economic 
development plan was drawn up in the Soviet 
Union— the plan for the electrification of Rus- 
sia, designed to take 10-15 years, known as 
GOELRO plan. 


GOELRO Plan 


@ The young Soviet Republic had to launch 
peace-time economic development after the end 
of military intervention and civil war, in unbe- 
lievably hard conditions of economic dislocation 
and backwardness. Here are a few illustrations. 

Engineering is rightly called the hub of indus- 
try, because it produces one of the principal ele- 
ments of society’s productive forces—the instru- 
ments of production. 

The development of engineering in pre-revolu- 
tionary Russia was closely associated with for- 
eign capital, whose share in this branch of in- 
dustry had reached 60 per cent by 1916. Russia’s 
dependence on foreign capital was not only a 


29 


result of her participation in industrial joint- 
stock companies but also because a considerable 
proportion of machinery and plant was imported 
from abroad. In 1913, Russian machine-building 
factories accounted for only 7.3 per cent of total 
industrial output. 

Before the 1917 October revoJution, no cars, 
tractors, excavators, metallurgical equipment, 
large generators or transformers were manufac- 
tured in Russia. The output of metal lathes was 
very small. The tool-making industry was poorly 
developed. Ninety per cent of tools and instru- 
ments had to be imported. 

Pre-revolutionary Russia, according to Lenin, 
was only a quarter as well provided with modern 
instruments of production as Britain, a fifth as 
well as Germany, and a tenth as well as the 
United States. 

The First World War and then civil war and 
armed intervention undermined the already poor 
engineering industry. In 1921, its output stood 
at about a fifth of the 1913 level. 

In pre-revolutionary Russia in 1913 steel out- 
put amounted to 4.3 million tons. Russia lagged 
behind many countries not only in the amount 
produced but also in the technological standard 
of the industry. 

The backwardness of the metallurgical indus- 
try was further aggravated as a result of World 
War I, the armed intervention and the civil war. 
In 1920, the young Soviet Republic only pro- 
duced 115,600 tons of cast iron and 194,300 tons 
of steel. 

Pre-revolutionary Russia was enveloped in 
darkness. The oil lamp and the splinter were the 
main lighting devices. Despite rich natural power 
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resources, electrification in Russia was at a much 
lower level than in the advanced countries of 
that period. Just before World War I broke out, 
power generation in Russia amounted to two 
thousand million kilowatt hours. 

Low technological standards and dependence 
on German, French, Italian and Belgian private 
companies were typical of the Russian power 
engineering. Hardly any turbines and generators 
were produced at home and five to seven thous- 
and kilowatt power stations predominated. The 
length of high-voltage transmission lines (of 22- 
30 kv) did not exceed 320 kilometres. 

Naturally, the new society could not base it- 
self on the old, decrepit economic foundation. 
Therefore Lenin suggested the shortest reliable 
way of overcoming the economic dislocation and 
reconstructing the country on socialist lines. It 
consisted in the “transition to large-scale econo- 
my based on machine industry”! founded on 
electrification. Why electrification? Because it 
provides for the development of all branches of 
the economy on a fundamentally different tech- 
nological basis. 

Electric power under socialism frees working 
people from heavy back-breaking toil, and in- 
creases the productivity of labour. This is what 
Lenin wrote about it in 1918: “In every socialist 
revolution, after the proletariat has solved the 
problem of capturing power, and to the extent 
that the task of expropriating the expropriators 
and suppressing their resistance has been carried 
out in the main, there necessarily comes to the 
forefront the fundamental task of creating a 
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social system superior to capitalism, namely, 
raising the productivity of labour, and in this 
connection (and for this purpose) securing bet- 
ter organization of labour.” ! 

Industrialization on the basis of electrification 
in Soviet society becomes the material and tech- 
nical basis for building a communist _ society. 
Lenin said: “Communism is Soviet power plus 
the electrification of the whole country.” 2 

The role played by industrialization based on 
electrification in ensuring an upsurge of farming 
is obvious from the following statement by 
Lenin: “We must show the peasants that the or- 
ganization of industry on the basis of modern, 
advanced technology, on electrification which 
will provide a link between town and country, 
will put an end to the division between town and 
country, will make it possible to raise the level 
of culture in the countryside and to overcome, 
even in the most remote corners of the land, 
backwardness, ignorance, poverty, disease and 
barbarism.” ® 

These examples do not exhaust the significance 
of industrialization on the basis of electrification 
of the national economy. It would be very hard 
indeed to overestimate the role of electricity in 
everyday life. It sets women free from drudgery 
and brings the nations closer together through 
radio and television. And new technological pro- 
cesses can be carried out, and new materials ob- 
tained, and so on, only on the basis of electrical 
energy. 


' Lenin. Coll. Works, Vol. 27, p. 257. 
2 Lenin. Coll. Works, Vol. 31, p. 516 
5 Lenin. Coll Works, Vol. 30, p. 335. 
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In defending his plan of socialist reorganiza- 
tion of the Soviet country, Lenin patiently and 
persistently explained that electrical energy is 
the all-embracing and all-pervading motive force 
which ensures the improvement of the productive 
forces and the growth of socialist society’s eco- 
nomic potential. 

Lenin always kept the questions of national 
economic regeneration in sight. So it was no 
wonder that even as early as five months after 
the victorious October socialist revolution he al- 
ready published the “Draft Plan of Scientific and 
Technical Work” addressed to the Academy of 
Sciences. In this plan, Lenin drew special atten- 
tion to the “electrification of industry and trans- 
port and the application of electricity to farm- 
ing, and the use of lower grades of fuel (peat, 
low-grade coal) for the production of electricity, 
with the lowest possible expenditure on extrac- 
tion and transport.” ! 

In appealing to the Academy of Sciences, 
Lenin pursued two purposes. First, that the co- 
lossal plans for transforming Russia _ should 
arouse patriotic feelings in many old scientists, 
to make them revise their political views and 
side with the Soviet government. Second, to make 
them recognize the new government and to help 
it to establish itself firmly. Lenin realized that 
without winning the support of the scientific and 
technical intelligentsia it would be extremely dif- 
ficult, if not impossible, to restore the ruined 
economy, let alone to reorganize it on radically 
new lines. Nevertheless, Lenin did not just want 
to draw trained experts into working out indus- 
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trialization plans, and stop there. On the contra- 
ry, he wanted to draw the working millions into 
the great battle to transform this once backward 
Russia, through industrialization, to the building 
of a socialist society. He wrote: “We shall evolve 
an extensive plan of work which must, in the 
minds of the peasantry, have a clearly defined 
practical aim. This cannot be done in a few 
months. The minimum programme should cover 
no less than three years. Without lapsing into 
utopias we may say that in ten years we shall 
be able to cover all Russia with a network of 
power stations and go over to an industry based 
on electricity that will meet the requirements 
of modern technology and put an end to the 
old peasant farming. This, however, requires a 
higher level of education and culture.” ! 

Preliminary work on the electrification of the 
national economy was soon launched, and in 
January, 1918, a Commission for Investigating 
the Sources of Energy in Soviet Russia was set 
up under the Electrical Engineering Department 
of the Nationa! Economic Council. Its tasks 
were: 

{1) to collect and check, the available data 
on energy sources and to study them further; 

(2) to prepare scientifically-based data on the 
utilization of this energy by a public network 
of district electric power stations. 

Work soon began on the electrification of the 
Petrograd and Moscow districts. New power sta- 
tions were designed to be built on the Volkhov 
and Svir rivers in north Russia, at the town of 
Shatura near Moscow, in the Donbas, the Urals, 


* Lenin. Coll. Works, Vol. 30, pp. 377-378. 
34 


on the Volga, and in the Northern Caucasus, 
and surveying, earthwork and other preparatory 
work began in a number of places. 

The Centra] Electrotechnical Council, which 
was instituted in 1918 and included some of the 
most prominent electrical engineers, became an 
important centre of preparation for the electri- 
fication of the Soviet Republic. The Council's 
principal task was to work out the technological 
problems and prepare the estimates for the 
development of the power industry as fast as 
possible. The Council also prepared the scheme 
for the electrification of Russia, establishing 
the number, capacity and location of power sta- 
tions to be built in order to restore and advance 
the national economy, and the methods for 
building up the productive forces by using the 
energy of water, peat, coal and other local fuel 
resources. 

Even at that time the Soviet government start- 
ed work on a number of practical measures 
concerning the construction of the peat-fired 
Shatura steam electric station and the Volkhov 
and Svir hydroelectric power plants. By special- 
ists’ estimates, the construction of the Volkhov 
and Svir hydroelectric power plants alone 
would, besides meeting the needs of Petrograd, 
provide appreciable reserves of power for the 
further electrification of that major industrial 
centre. 

During the first two years of Soviet govern- 
ment, the capacity of the Russian electric power 
stations was increased by 3,500 kilowatt. It was 
a modest beginning, but it was a beginning. 

Towards the close of 1919, it became quite 
obvious that it was necessary to draw up an 
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overall national plan as, even restored and used 
to full capacity, the existing power stations 
could not provide a sufficient power base for 
the radical reorganization and upsurge of the 
Soviet economy. 

In Lenin’s view, the plan for electrification 
“must be provided right away, in a visual, popu- 
lar form, for the masses, so as to carry them 
forward with a clear and vivid perspective (en- 
tirely scientific at its foundations): let’s set to 
work, and in 10-20 years we shall make all Rus- 
sia, both industrial and agricultural, elec- 
trical.” | 

In February, 1920, on Lenin’s initiative, the 
State Commission for the Electrification of Rus- 
sia (GOELRO), which handled all work on the 
compilation of the single economic plan, was set 
up. The best experts—power engineers, electric- 
al engineers, irrigation engineers, economists, 
etc.—were invited to take part in the elaboration 
of this plan. 

The authors of the GOELRO plan were faced 
with a difficult task. They had to prepare an 
economic document, fundamentally new, both 
in content and in the methods of elaboration, 
that was to determine the main lines of econo- 
mic development on a nation-wide scale for the 
next one and a half decades. 

Under the plan, the country’s industrial deve- 
lopment was to rest on an extensive network of 
comparatively large district power stations most 
of which were to use local power resources. 

The preparation for the electrification projects 
of the most important districts in the Soviet 
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state, started in the first year atfer the socialist 
revolution and continued during the period of 
armed intervention and civil war, laid down the 
scientific and organizational principles on which 
the first long-term GOELRO plan was drawn up 
in 1920. 

The main rules for drawing up this plan, 
elaborated by Lenin, pointed out that (1) it was 
to be a national, mandatory plan, an “assign- 
ment for the proletariat,’ which must join toge- 
ther its creative constructive efforts; (2) the plan 
must include a production programme anda 
technological plan, elaborated with the help of 
numerous specialists; (3) the technical recon- 
struction of the national economy must have, 
for its foundation, the electrification of the 
country; (4) dozens of large district power sta- 
tions were to provide the power base from 
which the technological re-equipment of the 
economy was to be launched; (5) new power- 
producing centres should be based on loca! fuels 
(peat and local coal deposits) and water power 
and they should be the pioneers of the economic 
upsurge of all the districts of the country. 

The Communist Party and Soviet government 
drew the close attention of all Party organiza- 
tions and Soviet economic bodies to the drafting 
of the electrification plan. Electrification was 
specially considered and discussed by a session 
of the All-Russia Central Executive Committee. 
Lenin, who spoke at the session, underlined the 
imperative necessity of working out a single 
economic plan. This idea was embodied in the 
resolution on the electrification of Russia, adopt- 
ed at that session. 

Apart from that, the Central Executive Com- 
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mittee resolved to take a population census in 
1920 as wel! as an overall industrial and agri- 
cultural census to obtain reliable statistical data 
which was indispensable to the drafting of any 
long-term or current economic development 
plans. The censuses were taken in August, 1920. 

In his instructions to the Commission, Lenin 
insisted that each section of the district plans 
and the plans drafted for individual branches of 
industry should be concrete and well-substantia- 
ted, advising the Commission to proceed from 
their knowledge of the actual resources and 
possibilities, as well as taking the achievements 
and the trends in the development of science 
and technology into account. 

The electrification plan was largely completed 
in October, 1920. The GOELRO members wrote 
in their foreword: ‘After us, others will come 
who, in more tranquil times, and with a better 
reserve of strength and means to draw on, will 
be able to continue our scientific analysis, cor- 
rect our errors, and open a wider perspective. 
We, who have had to work in hard times, felt 
most keenly the blows that were aimed at the 
working people of our Motherland from every 
part of the hostile world... 

“In a big collective effort, a certain lack of co- 
ordination between the parts, and numerous er- 
rors are inevitable. Nevertheless, we were in- 
spired by an earnest desire to respond, to the 
best of our ability, to the lofty creation of the 
new life which it has fallen to our country to 
usher in. Our work is just the beginning.” 

After the GOELRO plan was discussed at the 
All-Russia Electrotechnical Congress “in order 
to discuss the technological and economic mat- 
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ters associated with implementing the plan of 
the electrification of Russia fully, and to enlist 
the active participation of wide sections of the 
people in the electrification of the national eco- 
nomy” and proposals and suggestions had been 
made by Congress delegates, the plan was en- 
dorsed by the Soviet Government in December, 
1921. 


According to Academician Gleb Krzhizhanov- 
sky, who headed the State Commission for the 
Electrification of Russia, the GOELRO plan was 
the Lenin plan for building the material foun- 
dation of socialism in the country on the basis 
of electrification, the first national long-term 
plan for the restoration and socialist reconstruc- 
tion of the economy of Soviet Russia on the 
highest technological basis. Implementation of 
the GOELRO plan was to bring the economic 
front, which was extremely backward and hete- 
rogeneous, level with the world’s most advanced 
political front, the Soviet peoples’ workers’ and 
peasants’ democracy led by the working class 
and its vanguard, the Communist Party. 


GOELRO envisaged a programme of extensive 
socialist economic development in the sphere of 
industry, agriculture and transport which out- 
lined an economic growth rate such as no bour- 
geois country, let alone the Russia of the land- 
lords and capitalists, ever had or could have. 


The electrification plan of Soviet Russia pro- 
ceeded from the aim of social production under 
socialism, to provide for an ever fuller satisfac- 
tion of the material and cultural needs of so- 
ciety. To realize this aim, it was necessary to 
provide for a continuous growth in social pro- 
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duction on the basis of the most advanced tech- 
nology. 

Under the electrification plan, not only was 
the volume of industrial output brought to the 
1913 level, it was to be doubled in the space of 
ten years. The following will illustrate the great 
scope of the programme. In 1920, before the 
GOELRO plan was adopted, industrial output 
was one-seventh, and farming output two-thirds, 
of the prewar level. Under the electrification 
plan, the extraction of oil was to be increased 
nearly fourfold, and of coal more than seven- 
fold, while the output of cast iron was to be 
increased 70-fold, of steel 33-fold, of cotton fab- 
rics 13-fold, and so on. 

As regards power production, thirty electric 
power stations with an aggregate capacity of 
1.5 million kilowatt hours were to be built under 
the GOELRO plan, as well as ten hydroelectric 
power and twenty steam electric power stations 
using peat, local coal and shale. 

Of course from to-day’s point of view, it was 
a fairly modest programme. But for the young 
Soviet Republic as it was in 1920, with its dis- 
located economy, a plan like that, envisaging a 
nearly tenfold increase in power capacity com 
pared with 1913, was daring to a fault. 

Electrification of the country and creation of 
large-scale industry provided favourable condi- 
tions for the socialist reorganization of agricul- 
ture and elimination of backwardness. 

The GOELRO plan outlined a radical change 
in the national economic structure. It envisaged, 
among other things, a speed-up in the develop- 
ment of metallurgy, power engineering, mecha- 
nical engineering and the chemical industry. 
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The plan divided the country into a number of 
large economic areas, based on a rational terri- 
torial distribution of social labour and produc- 
tion over districts and zones, taking account of 
the particular features of their economy, of na- 
tural, raw material and power resources, and 
of the national complexes which existed in these 
districts. 

The electrification plan envisaged the east- 
ward movement of industry. Eight district elec- 
tric power stations were to be built in the Urals 
and the Volga area, four in the Caucasus, and 
three in Siberia and Turkestan (Central Asia). 
A number of large district power stations were 
also projected in other national republics and 
regions. 

In the GOELRO plan the balance method of 
planning was employed for the first time. The 
district and branch plans were co-ordinated so 
that they formed a single national economic 
plan. 

Production, building and financial program- 
mes and other sections of the plan were checked 
and co-ordinated by a system of technical-eco- 
nomic indices and calculations, and _ tentative 
estimates of material and financial balances. 

In order to restore and develop industry as 
envisaged by the 10- to 15-year plan, up to 17 
thousand million gold roubles had to be found. 
The financial programme of GOELRO was cal- 
culated on the basis of a favourable foreign 
trade balance. Exports were expected to yield 
11 thousand million gold roubles. The other six 
thousand million roubles were to be obtained at 
home, as a result of credit operations, conces- 
sions, and so on. 
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In the electrification, plan the Soviet Republic 
had “an embryonic calendar programme for a 
number of other items... This is more than a 
general plan: it is an estimate for each year, 
from 1921 to 1930, of the number of stations 
that can be run in, and the proportions to which 
the existing ones can be enlarged... .”'! 

The GOELRO plan was a scientific and realis- 
tic plan. Its targets were based on an objective 
appraisal of the state of the national economy 
and of the natural resources of the young Soviet 
Republic. The plan was worked out with an eye 
to those natural resources which could be ex- 
ploited immediately. On the basis of the con- 
temporary science and technology, it calculated 
the designs of the power stations, their combina- 
tion into single grids, transmission of current 
over long distances, production capacity per 
branch of industry, mechanization of produc- 
tion, and so on. 

As it set well substantiated tasks, the 
GOELRO plan also included the practical meas- 
ures for accomplishing them. Lenin was con- 
fident that the tasks set by the plan would not 
only be fulfilled but overfulfilled thanks to the 
energy and initiative of the builders of social- 
ism. He wrote: “We must avail ourselves of the 
progress of science and practice, and must 
steadfastly strive to get the plan fulfilled in the 
localities ahead of schedule... Let us improve 
our methods in every workshop, in every rail- 
way depot, in every sphere, and we shall shorten 
this period.” 2 


' Lenin. Coll. Works, Vol. 32, p. 140. 
2 Lenin. Coll. Works, Vol. 31, p. 511. 
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And though the GOELRO plan _ set a rather 
high growth rate for power engineering, it 
was considerably exceeded. In 1935 in the So- 
viet Union electric power generation reached 
26.3. thousand million kilowatt hours, three 
times as much as the plan had envisaged. 

During that period forty (instead of thirty) 
district power stations were put into operation, 
including the Dnieper Hydroelectric Power Sta- 
tion named after Lenin. 

As a result of the fulfilment of the GOELRO 
plan, the structure of the economy of the USSR 
changed drastically. The relative share of indus- 
try increased. The Soviet Union became the first 
in Europe and second in the world for industrial 
output. 


Paving the Way for the First 
Five-Year Plan 


@ In 1928, the Soviet national economy began 
to develop on the basis of five-year plans. The 
elaboration of the first state economic develop- 
ment plan of the USSR was preceded by exten- 
sive measures to create the political, economic 
and organizational prerequisites and to draw 
general conclusions from the experience of 
planned economic management that had _ been 
accumulated. 

As the economy had_ been rehabilitated and 
was now to be reconstructed, socialization of 
the principal means of production increased, 
and the need to co-ordinate the development of 
diverse branches of the economy, the introduc- 
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tion of a single national economic plan became 
imperative. 

In practical terms, the road to a single eco- 
nomic development plan for the whole Soviet 
Union lay through economic plans worked out 
over a number of years for individual branches 
of the economy, the stabilization of currency 
and a budget without deficit. The process by 
which the conditions for the development of 
such a plan were created intensified every year. 
The compilation of economic plans for various 
industries, regions and economic areas enabled 
the planning bodies to amass the experience 
needed for drafting a single national economic 
plan for the USSR. 

In the 1924-25 economic year major advances 
had been made in planning the branches of the 
economy. Better-substantiated branch program- 
mes in industry were drafted, and a fixed an- 
nual national budget drawn up; the planning 
principle was introduced into state grain and 
raw material purchasing, and directive Soviet 
bodies fixed both the size of the purchases and 
the amount of money to be spent; plans for 
goods deliveries began to be used; state planning 
extended over the entire complex and ramified 
banking system. 

These favourable prerequisites enabled the 
State Planning Committee to start working out 
the Estimated Figures of the national econo- 
mic development of the Soviet Union in draft 
form for the 1925-26 economic year. 

The name “Estimated Figures” was an analo- 
gy with the estimated figures of the People’s 
Commissariat of Finance (the USSR Ministry 
of Finance at present) in which the budget pro- 
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posals were sent to various departments. The 
Gosplan Estimated Figures, however, had a 
wider aim—they were an expression of the pre- 
liminary instructions on the principal processes 
and facts of the economic life of the Soviet 
Union subject to government regulation in terms 
of figures. In drafting the Estimated Figures 
the idea was not only to show the development 
of the most important aspects of the national 
economy in terms of figures but also to reduce 
them to a single close-knit system. 

The Estimated Figures draft for the econo- 
mic year 1925-26—in organization, methods of 
elaboration and content—were _ still a far cry 
from later economic plans. 

And it became increasingly obvious that an- 
nual plans alone were not enough, that long- 
term economic development plans were also ne- 
cessary. 

The first steps made in this direction were the 
Estimated Figures draft for 1925-26 and a 
rough sketch of the five-year plan for 1925/26- 
1929/30, which were discussed in March, 1926, 
by the First National Congress of Soviet plan- 
ners. The Congress appraised the first effort in 
this kind of planning as a notable success. 

The 1925-26 Estimated Figures were not yet 
a single government plan binding on all central 
departments, Union Republics and regions of the 
Soviet Union. 

They fixed certain general, co-ordinated in- 
dices of economic development, including the 
gross and commodity oulput of industry and ag- 
riculture, the quantitative output of staple farm 
produce, the area under the plough, the number 
of cattle, the output of the main branches of in- 
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dustry, the number of factory workers, wages, 
labour productivity, the volume of trade, goods 
turnover, capital expendilure and the State Bud- 
get. When working out the estimated figures, no 
calculations were made concerning national in- 
come, total industrial output, the facilities avail- 
able for capital construction, etc. Nevertheless 
the Estimated Figures contributed to the prepa- 
ration of branch plans for 1925/26 and to the 
emergence of the methods for national economic 
planning in the USSR. Certainly the experience 
gained in working out these figures had a con- 
siderable impact on the practice of planning not 
only because of its good points but by its errors, 
for these were found and taken into account by 
Gosplan when they worked out the Estimated 
Figures for the following year, 1926/27. This 
time the figures were compiled with participa- 
tion from the Union Republics and national! de- 
partments. The method of balances was the prin- 
cipal method of working out the plan. Alongside 
the balance method, statistical and dynamic rates 
were also used, while the plan was regarded by 
its compilers as both a forecast and a directive. 
Another important thing was that the Estimated 
Figures for 1926/27 were compiled for a wider 
range of rates than Estimated Figures for the 
previous year. 


A still wider range of rates were used in draft- 
ing the Estimated Figures for 1927/28. These in- 
cluded items concerned with social and cultural 
development for the first time, and suggested a 
quarterly division of certain production targets, 
and they also included many points on the em- 
ployment and reproduction of the labour force 
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and trained personnel and presented a district 
cross-section of the plan. 

The Estimated Figures for 1927/28 started the 
process which grew into the single national eco- 
nomic plan. They were no longer just a common 
reference point for the whole economy. Their 
different sections were endorsed and became 
mandatory on the relevant departments. This 
process developed further in the Estimated Fi- 
gures for 1928/29 and 1929/30 which were closely 
associated with the first five-year plan, and gave 
concrete shape to its programme. 


The switch from economic rehabilitation to re- 
construction, industrialization and socialist reor- 
ganization of agriculture made a single long- 
term economic development plan imperative. 


In the new conditions of socialist construction 
it became necessary to  concretize a plan for 
building the foundation of socialist economy, as 
the GOELRO plan, designed for 10-15 years, had 
been. The stupendous social and economic 
changes to be worked could not be squeezed into 
periods of a year. They required a long-term 
plan. 

Lenin, who foresaw that such a need would 
arise, had pointed out in January, 1923, that af- 
ter the socialist revolution “...we now have an 
opportunity which rarely occurs in history, of 
ascertaining the period necessary for bringing 
about radical social changes; we now see clearly 
what can be done in five years, and what requires 
much more time.” ! 


' Lenin. Coll. Works, Vol. 33, p. 483. 
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In a five-year plan one can take into conside- 
ration the urgent requirements of society’s ma- 
terial life and foresee their further development, 
ascertain the real materiai and other resources 
accurately enough, draft a practical programme 
for production and construction, and establish 
the principal national, inter-industry and inter- 
district balances. Calculations showed that it 
took an average of five years to build and put 
into operation major industrial enterprises, 
hydroelectric power plants, canals and railways. 
Five years was a long enough period for estab- 
lishing the tasks for technological progress and 
for introducing the latest plant and up-to-date 
technologies and for estimating the economic ef 
fect of raising the technical standard of econo- 
mic branches. All this suggested that it was ex- 
pedient and necessary to work out five-year eco- 
nomic development plans. 


The first five-year plan of the Soviet Union 
was prepared by the successes scored in indus- 
trialization and the rise of co-operation in farm- 
ing, the upsurge of enthusiasm which involved a 
greater proportion of the workers and peasants 
every year. In launching industrialization, the 
Soviet state relied both on the old and moder- 
nized factories, which made it possible to deve- 
lop industry at an accelerated rate. 


Another significant thing was that by the start 
of the first five-year plan it had become possible 
to collectivize farming. By that time, industry 
was in a position to produce considerable sup- 
plies of tractors and other farm machinery for 
the countryside. 


How the First Five-Year Plan 
Was Drafted 


M In December, 1927, the 15th Congress of the 
Communist Party of the Soviet Union endorsed 
the directives on the drafting of the first five-year 
plan for the development of the national econo- 
my of the USSR for 1928/29-1932/33. 

The directives envisaged a rapid growth in 
heavy industry, the collectivization of agricul- 
ture, and an improved defence potential. They 
pointed out the ways of levelling the imbalance 
between industry and agriculture, the available 
and required manpower resources, etc., inherited 
from the bourgeois landlord system. The di- 
rectives stressed that it was necessary to ensure 
a correct balance in the development of the eco- 
nomy—extended reproduction of the socialist 
form of economy, the most favourable combina- 
tion of the growing accumulation and consump- 
tion, and the elimination of the economic lag of 
some republics and national districts. 

While drafting the first five-year plan, Gos- 
plan worked out the first co-ordinated system of 
indices both over the branches of the economy 
and over the Union Republics and economic 
areas, thus ensuring a uniform approach of all 
the Soviet planning bodies to the drafting of the 
plan. Gosplan determined common principles for 
calculating, grouping and summing up the major 
indices for the draft plan. For example, they in- 
troduced a uniform classification of industries 
and industrial nomenclature, a single system of 
comparable prices, etc. 

In planning the development of individual 
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branches of industry and transport, technical 
and economic calculatoins were used much more 
widely than approximate estimates by experts, 
which had previously been used extensively in 
working out the Estimated Figures. 

In preparing the draft of the first five-year 
plan all the principal types of material, labour 
and financial balances were worked out for the 
first time, while the list of balances of the pro- 
duction and consumption of industrial and agri- 
cultural output was extended considerably. More 
attention was paid to financial balances, espe- 
cially the summary financial plan of the Soviet 
Union and the planned balance of personal mo- 
ney incomes and expenditures, which made it 
possible to co-ordinate the estimated government 
revenue and spending, and the incomes of the 
population with trade. The calculation of the 
balance of manpower resources made it possible 
to ascertain the level of employment in the towns 
and rural areas, and work out measures to abo- 
lish unemployment (which still existed at that 
time) and overpopulation in the countryside. 

In drafting the first Soviet five-year plan, Gos- 
plan fell back on the plans drafted by the Na- 
tional Economic Council and economic People’s 
Commissariats (now ministries) of the Soviet 
Union, as well as on the plans drafted by the 
Union Republics. 

Public organizations and workers of industrial 
enterprises and scientific centres took part in the 
drafting of the five-year plan alongside economic 
and planning bodies. 

About twenty special conferences were held in 
November 1928-February 1929, attended by 
scientists and practical workers from many 
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branches of the national economy, to discuss 
and substantiate the proposed targets of the five- 
year plan. These conferences were a real help 
in drafting the five-year plan, above all, in sub- 
stantiating the proposed targets technically and 
economically taking into account the develop- 
ments in science and technology at home and 
abroad. 

For the first time, the state’s long-term plan 
for the USSR covered all major branches of the 
cconomy. The plan for industrial production was 
worked out for 50 branches—compared with 17 
in the GOELRO plan. It included the main in- 
dices for development in agriculture, transport, 
building, trade, culture and health. The plan 
was not only drafted for the Soviet Union as a 
whole but also for every Union Republic and 
larger economic area. 

The first five-year plan for 1928/29-1932/33 
was endorsed by the 5th National Congress of 
the Soviets in April and May, 1929. It was based 
on an optimal variant which was very different 
from the initial long-term targets drafted in 
1927-28. 

The five-year plan was the first relatively de- 
tailed long-term programme of development for 
all the branches of the economy. It was to lay 
the foundation of socialist economy in the USSR. 
It set concrete and calendar targets of economic 
and cultural development, the volume and rate 
of development for certain branches of the eco- 
nomy, and projected the economic proportions 
which provided for the growth of socialist eco- 
nomic forms to the cetriment of the capitalist 
clements. The industrial growth targets deter- 
mined the scope and rate of development of 
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other branches, and provided the material con- 
ditions for the upsurge and socialist reorganiza- 
tion of the entire Soviet economy. 

The main aim of the first five-year plan was to 
build a powerful enough heavy industry lo pro- 
vide for the reorganization of the whole econo- 
my, to turn the Soviet Union (at that time still 
a backward agrarian country) into an industrial- 
ly advanced independent country and, finally 
ousting the capitalist elements, to ensure the 
triumph of the socialist economic forms. To this 
end, it was planned to channel more than four- 
fifths of all capital investment into the develop- 
ment of the socialist economy in town and coun- 
try. 

The plan fixed the capital investments for 
1928-32 at 64.6 thousand million roubles. About 
30 thousand million roubles of this was chan- 
nelled into industry and transport. It is signifi- 
cant that the industrialization targets set by the 
first five-year plan were far greater than the 
targets set by the GOELRO plan, which was a 
plan for 10-15 years. For example, the first five- 
year plan envisaged the construction of 42 dist- 
rict power stations against 30 under the 
GOELRO plan, the production of 10 million aga- 
inst 8.2 million tons of cast iron, the extraction 
of 75 million against 62.3 million tons of 
coal, etc. 

To ensure priority development in heavy in- 
dustry, about three-quarters of the capital in- 
vestments went to industries producing capital 
goods. Over 1,500 industrial enterprises were 
built including vital projects like the Dnieper 
Hydroelectric Power Station, the Svir Hydro- 
electric Power Station, power stations using peat 
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and coal from the Moscow Coal Basin, the large 
Magnitogorsk, Telbes, Dnieper and Krivoi Rog 
metallurgical plants, tractor plants in Volgograd 
and in the Urals, the Sverdlovsk Heavy Engi- 
neering Plant, the Rostov Farm Machinery 
Plant, chemical plants at Berezniki, in Moscow 
and in the Donbas, and many other industrial 
enterprises. 

High industrial growth rates were the most 
significant feature of the first five-year plan. The 
average annual growth of industrial output en- 
visaged in the plan was 18.7 per cent. Over the 
five-year period gross industrial output was to 
increase 140 per cent, the output of capital goods 
increasing threefold and of consumer goods, 
twofold. By the end of the five-year period, in- 
dustry was to take the leading place in social pro- 
duction whereas in pre-revolutionary Russia ag- 
riculture had predominated. 

The five-year plan stipulated the establish- 
ment of a number of new branches of heavy in- 
dustry, and an extensive reconstruction of exist- 
ing enterprises, whereby the fixed assets of in- 
dustry were to be increased more than 200 per 
cent over the five-year period. The socialist sector 
was to be greatly expanded by developing the 
state enterprises and by extending the activities 
of co-operative organizations in small-scale in- 
dustry. 

The first five-year plan envisaged a stupendous 
programme of socialist reorganization of farm- 
ing through active government control] over the 
process of socialization to turn the small-scale 
disunited peasant economy over to large-scale 
collective farming. By the end of the five-year 
period, the socialist sector of farming, the col- 


53 


lective and state farms, were to provide 43 per 
cent of all marketable grain. 

Under the five-year plan, railway traffic was 
to be nearly doubled, rising from 88 thousand 
million ton-kilometres in 1927-28 to 163 thousand 
million ton-kilometres in 1932-33. The home 
market was to be mastered by a further develop- 
ment in government and co-operative trade and 
a gradual ousting of private business. The so- 
cialist sector’s share in trade was to be brought 
up to 91 per cent by the end of the five-year 
period. 

Along with the impressive tasks of industria- 
lizing the country and collectivizing agriculture, 
the five-year plan stipulated a rise in the people's 
standard of living. Particular attention was paid 
io eliminating unemployment in urban areas 
and reducing overpopulation in rural areas by 
increasing the number of workers engaged in 
industry and construction, and by developing 
the production of labour-intensive industrial 
crops in the countryside. 

The first five-year plan became a_ gigantic 
programme for abolishing not only economic but 
also cultural backwardness, a programme for 
gradually re-educating the masses in the spirit 
of conscious participation in building socialism. 

Mobilizing the material and financial resources 
to ensure the industrialization of the Soviet 
Union was a major economic problem which had 
to be solved during that five-year period. Unlike 
industrialization in capitalist countries, the So- 
viet Union found interna] sources of accumula- 
tion, such as the profit yielded by socialist enter- 
prises and amortization. Taxes and loans played 
a much smaller part. 


54 


The first five-year plan came into effect on 
October 1, 1928. The drafting and approval of 
the plan had been an unprecedented event. The 
plan, drawn up on the basis of Marxist-Leninist 
social science, Lenin’s theory that socialism can 
begin by being victorious in one country, and 
an awareness of the operation of objective eco- 
nomic laws, was a model of the economic policy 
of the Soviet state engaged in building a socialist 
society. 


The Fulfilment of the First 
Five-Year Plan 


@ But planning is not just drawing up plans— 
that is only the beginning. Real planned manage- 
ment means a tremendous effort to organize the 
accomplishment of the plans, and this begins 
after they have been drawn up. Planning is the 
sum of drawing up the plan and the struggle for 
its realization. 

Guidance in the practical implementation of 
national economic plans is, perhaps, the most 
important part of the function of economic ma- 
nagement in the Soviet state for, without it, na- 
tional economic planning could not exist. 

The Soviet state, relying on public ownership 
of the means of production, introduces measures 
to promote the realization of the plan and then 
controls its progress. 

In organizing and leading the efforts of mil- 
lions of working people to realize the national 
economic plans the responsible Soviet bodies 
proceed from the instructions of the Communist 
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Party stating that once solution has been found 
to a problem, success depends above all on trans- 
lating the decision into practice. 

In this respect, the Communist Party proceeds 
from Lenin’s statement that to carry out the 
all-important policy expressed in economic plans, 
one must organize millions and scores of mil- 
lions of people to a persevering and continuous 
effort. 

It firmly determined that the realization of 
the plans must not be allowed to take care of it- 
self, that the targets set were to mobilize them, 
and to carry them to success was therefore the 
paramount concern of all Party, Soviet, econo- 
mic, trade union and YCL organizations through 
out the Soviet Union. 

Adopting the first five-year plan for 1928/29- 
1932/33 the 16th Communist Party Conference, 
held in 1929, pointed out that in the course of 
its realization they would have to surmount for- 
midable obstacles, both internal and _ external, 
arising from the strenuous nature of the plan 
and from the country’s technological and econo- 
mic backwardness, the great complexity of the 
task of reconstructing the multimillion scattered 
peasant economies on the basis of collective 
work, and finally from the fact that the Soviet 
Union was surrounded by capitalist countries on 
all sides. Coping with these difficulties and car- 
rying through the five-year plan is only possible 
on the basis of an immense growth in the acti- 
vity and organization of the masses, and of the 
working class in particular, on the basis of a full 
involvement of the working-class millions in so- 
cialist construction and economic management, 
on the basis of the development of socialist emu- 
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lation and the criticism of the masses against 
bureaucracy. 

The vigorous work of the Communist Party 
and the Soviet government in supervizing the 
realization of plans covers all aspects of econo- 
mic, cultural, educational and social activities. 
They organize scores of millions of workers in 
town and country, to focus their will, energy 
and efforts on realizing the plans. For this pur- 
pose, the entire Soviet economic potential, and 
material incentives to good results whether of 
entire enterprises or individual workers, and the 
mobilizing force of communist education are 
used. 

Fulfilment and overfulfilment of state national 
economic plans of the USSR are promoted by 
speeches, the press, cinema, radio, television, art, 
and by the variety of measures which improve 
everyday amenities. 

Socialist emulation, the people’s will to work, 
their readiness to work in a new way became 
the most all-embracing struggle by working 
people to fulfil the economic plans. 

The 16th Communist Party Conference adopt- 
ed a special appeal “To All Workers and Work- 
ing Peasants in the Soviet Union” which pointed 
out that to fulfil the five-year plan it was neces- 
sary to organize emulation in every area of eco- 
nomic development. The aim of emulation was to 
reduce costs, increase labour productivity, and to 
strengthen labour discipline. 

The Appeal also pointed out that socialist emu- 
lation is a powerful method of arousing and or- 
ganizing the initiative of the masses to fulfil the 
five-year plan, and that it is also an excellent 
way of encouraging criticism at grass roots. 
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Towards the end of 1929, when, as a result of 
an upsurge of labour enthusiasm among the So- 
viet people, they began to beat the targets of the 
first five-year plan, and new reserves of produc- 
tion growth were discovered, the Soviet working 
people launched a drive to complete the five- 
year plan in four years. 

One of the principal factors in the early ful- 
filment of the first five-year plan was, above all, 
the devoted effort, enthusiasm and initiative of 
millions of factory workers and collective farm- 
ers who, together with the engineers and tech- 
nicians, spread the socialist emulation movement 
throughout the Soviet Union. 

Factories, plants, mines, railways, state and 
collective farms, offices and even schools and 
hospitals joined the emulation movement vying 
for the best results. It was a strong lever which 
helped the working class, collective farmers and 
Soviet intellectuals to re-build the economy on a 
socialist basis. In contrast to capitalist rivalry 
with its inhuman law, “Each man for himself, 
and the devil take the hindmost,” the principle 
of socialist emulation was for the better workers 
to help and teach those who lagged behind so as 
to achieve a general upsurge of the national eco- 
nomy. 

To make socialist emulation more effective 
and public, the Communist Party organized mass 
production roll-calls everywhere during which 
workers took on obligations and made special 
agreements. Socialist emulation became a com- 
munist method of building socialism. 

In August, 1929, the first inspection of the ful- 
filment of socialist emulation agreements was 
held. By that time hundreds of enterprises had 
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exceeded their production schedules. In Decem- 
ber of the same year an All-Union Congress of 
Crack Teams, attended by over a thousand dele- 
gates from all over the Soviet Union, was held 
in Moscow. 

So, vying with each other for the best results, 
the working people of the Soviet Union began 
to build the economic foundations of socialism. 
One after another, the Urals Engineering Works, 
the Gorky Automobile Plant, the Kharkov Trac- 
tor Plant, the Magnitogorsk and Kuznetsk Me- 
tallurgical Works, and other mammoth works 
were built. Strenuous work went into turning 
the Soviet Union from an agrarian country with 
low technological and economic standards into 
an advanced industrial nation. 

The Communist Party and Soviet Government 
also mobilized the required financial resources. 
The means at the disposal of working people 
were mobilized through loans and by the savings 
banks and the state withdrew a considerable pro- 
portion of the funds accumulated by the capi- 
talist elements by taxation. 

Inspecting the progress of the plan was essen- 
tial to its fulfilment, the more so as the Soviet 
government’s point of view was that the plan 
must be improved in the process of its fulfilment. 

Many difficulties, bottlenecks and shortcom- 
ings came to light, and the government took 
measures to right them. To end the imbalance 
between the industrial development and electric- 
ity supply in a number of key areas like the Don- 
bas, the Kuzbas, Leningrad, Moscow, Gorky, the 
Urals, it was decided to build more power sta- 
tions than had been planned. Since industriali- 
zation could hardly rely on the southern mining 
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and metallurgical base alone, it was decided lo 
set up a second metallurgical centre in the east 
using the richest coal and ore deposits in the 
Urals and Siberia, and to build the Urals-Kuz- 
netsk Metallurgical Integrated Works. And since 
collectivization was proceeding faster than had 
been expected, it became necessary to increase 
the output of tractors, farm machines and cars, 
to develop the chemical industry still more and 
to speed up the construction of the tractor plant 
in Chelyabinsk, the combine plants in Zapo- 
rozhye, Siberia and Saratov, and the automobile 
plants in Moscow and Gorky, and so on. 

As a result of systematic inspection of the 
progress of the five-year plan, certain decisions 
had to be made. The November Plenum of the 
Central Committee of the CPSU, held in 1929, 
proceeding from the results of the first year 
of the plan, set the goals and fixed the principal 
assignments for 1929-30. The 16th CPSU Con 
gress, held in July, 1930, discussed the progress 
of the five-year plan in industry, the collective 
farm movement and the upsurge of agriculture. 
In December, 1930, the Plenum of the Central 
Committee of the CPSU, proceeding from the 
results of the first two years of the plan, decided 
on the major targets for 1931. The resolution 
of the CPSU Central Committee of January 5, 
1930, was devoted to the rate of collectivization 
and government assistance for collective farm 
development. On January 10, 1931, the Central 
Executive Council of the Soviet Union discussed 
the training of skilled workers. The resolution 
of the Council of People’s Commissars of Janua- 
ry 14, 1931, outlined measures on the credit re- 
form. 
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In view of the colossal tasks of building and 
technically reconstructing industry stipulated by 
the first five-year economic development plan 
the system of industrial management had to be 
altered. 

Practice showed that in a socialist economy 
industrial management must include all econo- 
mic functions. Besides general management— 
distribution of the fixed assets of an enterprise, 
new construction, placing, financing, etc., cur- 
rent management was also needed—the master- 
ing of the latest scientific and technological de- 
velopments, the reconstruction of production, 
raw material supplies, the marketing of output, 
etc. 

These functions were performed by the Na- 
tional Economic Council of the USSR which in- 
cluded economic planning, research and techno- 
logy departments as well as departments which 
controlled various branches of industry. This 
system of industrial management was unsuitable 
where large-scale construction, the inauguration 
of new lines of production and the introduction 
of sophisticated plant were concerned. So, after 
1930, steps were taken to break up the National 
Economic Council into people’s commissariats 
(ministries). In early 1932, the National Econo- 
mic Council was reorganized into the People’s 
Commissariat of Heavy Industry. Two more 
people’s commissariats were formed—for the 
light and the timber industries. To promote the 
fulfilment of the economic plans, the division 
into districts was improved. Public organizations 
also made their contribution. Trade unions were 
broken up into smaller units to enhance the 
role of national industrial unions. The supply 
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system was reorganized. Factory offices now ran 
departments responsible for supplying workers 
with basic necessities. 

To achieve the targets of the first five-year 
plan, economic management had to be radically 
altered and the organization of labour improved. 
It became necessary to abolish fluctuations in 
the supply of labour, to create wage differentials, 
and to improve the workers’ living conditions. 
Industry needed more skilled workers, engineers 
and technicians. It was also necessary to intro- 
duce economic cost accounting and step up in- 
dustrial accumulation. 

To introduce cost accounting, some vital mea- 
sures had to be taken in the financial and credit 
relations between enterprises. So, in 1930, a cre- 
dit reform was introduced, ending the commer- 
cial credit system, under which individual en- 
terprises provided credit for each other, and 
sometimes for private producers as well, credit 
in goods, the issue of bills of exchange which 
the bank discounted. Because of commercial 
credit, working capital shifted haphazardly from 
one enterprise to another, and this interfered 
with planned economic management. Instead of 
commercial credit, direct financing by the State 
Bank was introduced. The latter began to grant 
eredit to enterprises on the basis of cost account- 
ing, exercising “control by the rouble” over the 
fulfilment of production schedules, the prudent 
use of working capital, the reduction of cost 
and accumulation of profit. 

Thanks to the new system of payments, cost 
accounting was strengthened, the regime of eco- 
nomy prevailed, production costs went down 
and accumulation in industry began to grow. 


The consolidation of cost accounting and 
growth of accumulation at the socialist enter- 
prises enabled the Soviet state to concentrate the 
means for carrying out the main tasks of the 
first five-year plan in its own hands. The decisive 
part of the means (76 per cent) needed for so- 
cialist construction at that time was mobilized 
through the State Budget. 


The Main Results of the First 
Five-Year Plan 


@ Under the guidance of the Communist Party 
the first five-year economic development plan 
of the Soviet Union was accomplished in four 
years and three months. 

The main result was thal the foundation of 
socialist economy was built in the USSR so that 
the USSR became an industrial country. 

During the first five-year plan, they created 
or completely rebuilt ferrous metallurgy, ma- 
chine-tool construction, the car-and-tractor, che- 
mical and aircraft industries and the farm ma- 
chinery industry. Soviet heavy industy was set 
firmly on its feet, which created an independent 
base for the complete reconstruction of the na- 
tional economy, the base of socialist large-scale 
mechanized industry. 

In agriculture, socialist forms, i.e., collective 
and state farms, dominated. Whereas before the 
revolution Russia was a country of small and 
infinitesimal landed property, under the Soviet 
system she became a country of large-scale farm- 
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ing based on collectivization, the development of 
state farms and an extensive use of machinery. 
The five-year plan gave particular prominence 
to the building programme. The capital invest- 
ment targets were successfully achieved—the ca- 
pital investments in the socialized sector exceed- 
ed the plan by 12 per cent, and in heavy industry 
by 45 per cent; 96.4 per cent of the target for 
gross industrial output was achieved, while the 
capital goods industries (Group ‘‘A’’) achieved 
110 per cent, that is 10 per cent over their target. 
The Soviet Union became an economically in- 
dependent nation. Thanks to the rapid growth of 
the socialist forms of economy in town and 
country, the capitalist elements were practically 
ousted. Of especial significance was the liquida- 
tion of the kulaks (rich farmers who exploited 
hired labour), the most numerous class of ex- 
ploiters that had still remained in the Soviet 
Union. So the last source for the restoration of 
capitalism in the country had been stamped out. 
The major social and economic changes which 
occurred in the USSR in those four years and 
a quarter are characterized by the following 
figures: 
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2. Heavy Industry 
Output (%) 44.4 475 54.1 
II. Socialist Socialization 
1. Share of the Socia- 
list Sector (%) 


a) industrial output 79.5 92.4 99.5 
b) agricultural out- 

put 1.8 14.7 76.1 
c) retail trade 75.0 91.0 100 
d) national income 44.0 66.3 93.0 


e) collectivized 
peasant econom- 
ies 1.7 20.0 61.5 
2. State and Collective 
Farms’ Share of 
Marketable Grain 
Output 7.5 42.6 84.0 
III. The Country’s Eco- 
nomic Independence 
1. The Share of Total 
Deliveries of 
a) home-produced 


equipment 67.5 _ over 90 
b) home-produced 
machine-tools 33.0 = 46 
2. Meeting Home 


Consumption from 
Domestic Produc- 


tion (%) 
3} tractors 24.6 _ 100 
b) raw cotton 66.8 — 98.4 
IV. Employment 
1. Unemployed 
(thousands) 1,133 511 - 
2. Agrarian Overpo- 
pulation (millions) 8.5 2.6 — 
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As a result of successful accomplishment of 
the first five-year plan, the main problems of the 
transition from capitalism to socialism in the 
Soviet Union were solved, and the foundation of 
socialist economy was built. 

At the same time some targets were not com- 
pletely reached, as, for example, in ferrous me- 
tallurgy and the coal industry, mainly on account 
of the difficulty of mastering the capacity of 
new large enterprises. Nevertheless, the output 
of ferrous metallurgy had been boosted suf- 
ficiently to meet the needs of the economy. 
Whereas engineering output increased fourfold 
during the first five-year period, the production 
of cast iron, steel and rolled stock increased 
87.8, 37 and 29.4 per cent respectively. The ex- 
tensive change-over to co-operative farming was 
an exceedingly important effect of the first five- 
year plan. By 1932, nearly 15 million farms, or 
two-thirds, had joined up in collective farms 
while only 5-6 million had been expected to 
collectivize by that date. The collective and state 
farms began to supply 84 per cent of marketable 
grain instead of the 43 per cent stipulated in the 
plan. During the first five-year period the foun- 
dations of the subsequent upsurge of farming 
were laid. Thus, the ploughed area _ increased 
by 21 million hectares, the tractor fleet stood at 
about 150,000 in 1932 compared with 27,000 in 
1928. 

During the first five-year economic period the 
social and economic situation of Soviet working 
people was radically changed—unemployment 
and insecurity were done away with for good. 
While as of October 1, 1928, 1,365,000 people, 
about 10 per cent of the total labour force, were 


registered at the Labour Exchanges—which 
existed in the Soviet Union at that time—as un- 
employed, by 1930 unemployment was virtually 
non-existent. The final liquidation of unemploy- 
ment is one of the greatest benefits and this is 
only possible under socialism. 

In 1932 the total number of factory and office 
workers in all branches of the Soviet economy 
reached 22.9 million against 11.6 million in 1928, 
an increase of 97.8 per cent in five years. This 
signal growth of employment was due to indus- 
trialization. It did not happen by itself, through 
a spontaneous proletarization of small producers, 
but was a result of the peasant population be- 
coming systematically drawn into industry, cons- 
truction and other branches of production. It 
should be noted that in 1932, 22.4 million per- 
sons or 99.2 per cent of the total average annual 
number of factory and office workers in the So- 
viet Union were engaged in the socialized sector 
of the economy. 

The standard of living of the Soviet people 
was also improved thanks to the growth of retail 
trade and the notable development of the health 
service and education. In the main, universal pri- 
mary education was introduced and conditions 
provided for training skilled personnel. 


The national income of the Soviet Union in- 
creased by 82 per cent during the five-year pe- 
riod, the socialist sector contributing 93 per cent 
of it compared with 44 per cent in 1928. 

The successful fulfilment of the first five-year 
plan was a fact of great international signifi- 
cance, because it demonstrated the progressive 
nature of planned economic management to the 
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world. The prophecies that the first five-year 
plan was unrealistic and doomed to failure were 
completely refuted by life itself. 


When the first five-year plan was drafted, and 
especially while it was being carried out, state 
economic planning improved continually. In 
1930, a most significant change was effected from 
vearly Estimated Figures to operative annual 
cconomic plans. Unlike the Estimated Figures, 
the 1931 plan set concrete targets for every 
branch of the economy including the collective 
and state farms. 


In those years, the tendency was to enhance 
the planning principle and set planned assign- 
ments to every branch of the economy. Thus in- 
dustrial planning was extended to small-scale in- 
dustry as well as large-scale industry, which be- 
came easier as the artisans were encouraged to 
form co-operatives. Collectivization of agriculture 
facilitated the change from regulation to direct 
planning. After 1930, state assignments for agri- 
culture were introduced as regards the areas to 
be sown, while in 1932 plans were endorsed for 
tractor work to be done by the machine-and- 
tractor stations which existed at that time. 


One important achievement of planned ma- 
nagement at the time of the first five-year plan 
was that economic plans which included a wide 
range of indicators were worked out for indivi- 
dual enterprises. Such plans were drafted for the 
space of a year, divided into quarters. Produc- 
tion assignments were given to shops, teams, 
and often to individual workers. So planning be- 
came ever more practical and detailed, 
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How the Second Five-Year Plan 
Was Drafted 


@ The 17th Party Conference in 1932, which 
discussed the directives on the drafting of the 
second five-year plan for 1933-37, stated that its 
main political tasks were: to abolish finally the 
capitalist elements, destroy the causes of exploi- 
tation completely, overcome the survivals of ca- 
pitalism in the economy and in people’s minds, 
and to turn all Soviet citizens into conscious and 
active builders of socialist society. As a result of 
the abolition of the parasitic classes and overall 
growth of national income, a more rapid impro- 
vement of the well-being of the working people 
would be achieved. 


The targets of the second five-year plan could 
be achieved only on the basis of a comprehensive 
technical reconstruction of the Soviet economy, 
for which the conditions had been created by 
the successful development of the capital goods 
industries under the first five-year plan. That 
was why the 17th Party Conference stated that 
the main and decisive economic task of the 
second five-year plan was to complete the re- 
construction of the national economy and create 
the most up-to-date technical base in all bran- 
ches. And it was indicated that the decisive con- 
dition of completing the technical reconstruction 
of the economy was mastering new machinery 
and new lines of production, that the enthusiasm 
for building should be supplemented during the 
second five-year plan by enthusiasm for master- 
ing new plants and technologies, increasing the 


productivity of labour and reducing costs. 

The 17th Party Conference was aware that the 
leading role in completing the technical recons- 
truction was with mechanical engineering and 
took the view that engineering output should be 
increased by at least 200-250 per cent during the 
second five-year period to provide enough mod- 
ern Soviet machinery for the reconstruction of 
industry, transport, communications, farming, 
trade, etc. The engineering workers were faced 
with the task of providing machinery for the 
technical reconstruction of all branches of the 
economy and of introducing the latest technolo- 
gy so that, by the end of the five-year period, 
new instruments of production should account 
for 50-60 per cent of all instruments uf produc- 
tion, while the new plants built during the time 
of the first and second five-year plans should 
supply up to 80 per cent of total output. 

The 17th Party Conference regarded the crea- 
tion of an up-to-date power base providing for 
the electrification of industry and transport and 
the gradual introduction of electricity in agri- 
culture as an essential element in the technical 
reconstruction of the economy. To set up such 
a base, it was resolved to use the vast water 
power resources, both major and local coal de- 
posits, and local fuels like peat and shale. The 
Conference found that it was necessary to pro- 
duce at least 100,000 million kwh in the final 
year of the second five-year plan (against 
17,000 million kwh in 1932), at least 250 million 
tons of coal (against 90 million tons in 1932), 
and to increase oil extraction 150-200 per cent. 

Considerable tasks were set for other major 
branches of the economy. The output of cast 
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iron was to be increased to at least 22 million 
tons in 1937 and enough high-grade steel] was to 
be provided for the engineering industry. Rail- 
way transport was to be completely reconstruct- 
ed and at least 25,000-30,000 km of new railway 
lines built. The socialist reconstruction of agri- 
culture was to be completed, machine-and-tractor 
stations were to become available to all collective 
farms and the mechanization of the farm indus- 
try should in the main be completed. As the 
grain output was expected to increase to at least 
1,300 million centners by the end of the five-year 
plan, the key task of the second five-year period 
was to raise the yield capacity of collective and 
state farm fields. 

The Conference pointed out that complete 
technological reconstruction of the economy was 
closely associated with mastering new technolo- 
gies, training more engineers and_ technicians 
from among the workers and peasants, and rais- 
ing the cultural level of working people. The 
problem of technical personnel was an essential 
element of the cultural revolution and of build- 
ing socialism. 

A hundred-per-cent literacy of the population, 
the spread of technical education, and full ma- 
terial government support for the development 
of science—these were the immediate tasks, a 
part of the principal task of building socialism 
in the Soviet Union. 

The Conference also stated that to ensure a 
high economic growth rate and make more ma- 
nufactured goods and foodstuffs available to the 
people, steps must be taken to end rationing and 
to replace the centralized distribution system by 
extensive trade. 
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The Conference was confident that the main 
targets of the second five-year plan would not 
only be fulfilled but exceeded, that Soviet work- 
ers would increase labour productivity to the 
leve] required to carry out the plan, and that the 
socialist emulation and shock-worker movements 
would increase day by day. 

The Conference urged the Party, Soviet, eco- 
nomic, co-operative, trade union and YCL orga- 
nizations to concentrate their efforts on a speedy 
preparation of the second five-year plan for the 
economic development of the Soviet Union. 

To work out the right targets of the second 
five-year plan and to substantiate them scienti 
fically, Gosplan, at the government’s request, 
conducted 24 national scientific and technical 
conferences in 1932-33. Many similar confe- 
rences were convened by people’s commissariats, 
Union Republics, territories and regions. Hund- 
reds of research centres, thousands of scientists 
in a great variety of fields and all Soviet public 
organizations held discussions on various points 
of the plan. 

Major problems associated with the prepara- 
tion of the draft of the second five-year plan 
were discussed at joint meetings between Gos- 
plan and the USSR Academy of Sciences. 

Working people took an active part in prepar- 
ing the draft plan. It was discussed by meetings 
in factories and on collective and state farms 
all over the Soviet Union. The draft of the second 
five-year plan was a result of the creative effort 
of the whole Soviet people. 

In working out the draft plan, they used the 
experience gained in the drafting of the first 
five-year plan and in the course of its fulfilment. 


Working out the second five-year plan was a 
new stage in the development of economic 
planning. With respect to industry, it was far 
more concrete than the first five-year plan. While 
the GOELRO plan had set production targets 
for 17, and the first five-year plan for 50 branch- 
es of industry, the second five-year plan fixed 
targets for as many as 120 branches. The plan 
for capital construction, too, was much more 
concrete than the previous plans. It dealt with 
the siting and construction of hundreds of en- 
terprises of heavy industry and the light and 
food industries in detail, as well as with trans- 
port, municipal and social-cultural projects, and 
set the dates for commissioning them. 

The fact that the second five-year plan was 
worked out broadly and in detail not only with 
relation to branches of the economy and people’s 
commissariats but also for all Union Republics, 
territories and regions was very important. The 
sections dealing with the branches of the eco- 
nomy and Union Republics were co-ordinated 
by means of an appropriate system of balances. 
Material and cost balances of output and_ the 
balance of labour were detailed more thoroughly 
than in the first five-year plan. These balances 
made it possible to see the current economic 
pattern clearly and made it easier to define the 
balance in the development of the Soviet econo- 
my during the implementation of the second five- 
year plan. 

Another significant thing was that the second 
five-year plan had a different system of indica- 
tors. Whereas in the first five-year plan the em- 
phasis was on quantitative targets in production 
and construction rather than on the technical 
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and economic indicators, the second five-year 
plan contained a fairly broad combination of 
both. Targets for re-equipping diverse branches 
of the economy, achieving the planned output, 
increasing labour productivity and mastering 
new technology which served directly to orga- 
nize production activities were included. For 
example, in ferrous metallurgy blast and open- 
hearth furnace utilization factors were outlined, 
coefficients for the raw material and fuel con- 
sumption of certain groups of factories deter- 
mined, assignments in mechanizing production 
set, and so on. 

The greater scope of national economic plann- 
ing was especially manifest in the plans for the 
development of agriculture during the second 
five-year period. While the targets of the first 
five-year plan were mainly concerned with indi- 
vidual peasant economies and were confined, 
above all, to economic regulation measures, the 
second five-year plan set the socialist sector of 
agriculture (the collective and state farms) con- 
crete targets in plant-raising, stock-breeding, 
mechanization and the technical equipment of 
farming, and targets for certain kinds of farm- 
work and crops and the utilization of tractors, 
etc. 

The programme of work under the second five- 
year plan greatly exceeded the scale of the first 
five-year economic period, as can be seen from 
the table on page 75. 

The targets helped Soviet heavy industry to 
level up its front, bringing its branches to more 
or less the same level. Ferrous and non-ferrous 
metallurgy grew fastest, and were brought up to 
an advanced level; the creation of a practically 
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Item 


. National Income (in 
1926-27 prices, thou- 
sand million roubles) 
. Capital Investments in 
the Economy Over Five 
Years (thousand million 
roubles) 
including investment 
in industry 
. Gross Output of Large- 
Scale Industry (in 1926- 
27 prices, thousand mil- 
Jion roubles) 
Output of 
a) electric power (thou- 
sand million kwh) 
b) coal (million tons) 
c) oil (million tons) 
d) cast iron (million 
tons) 
e) steel (million tons) 
f) ferrous rolled stock 
(million tons) 
. Power of Tractor Fleet 
(million h.p.) 
. Collectivization of Pea- 
sant Economies (%) 


Five-Year 


The First 
Period 
(1932) 


45.5 


75 


Five-Year 


Plan Tar- 
gets (1937) 


Second 


100.2 


133.4 


69.5 


86.4 


38.0 
152.5 
46.8 


16.0 
17.0 


13.0 
8.2 
100.0 


1937 in 
per cent 
of 1932 


220.2 


256.0 
280.5 


224.5 


281.5 
237.1 
218.7 


241.9 
289.0 


295.4 
368.5 


new power base was outlined. The engineering 
and metal-working industries which were to de- 
velop at a high rate, were to more than double 
their output. Progress in machine-tools was to 
be still faster, the output was to increase by 
240 per cent. Transport engineering was to in- 


crease 240 per cent, and tractor output 220 per 
cent. 

It is significant that the principal role in in- 
dustrial production during the second five-year 
period was not assigned to the old factories but 
to the new ones, built under the first five-year 
plan, whose equipment had still to be mastered. 
For this purpose, it was necessary to improve 
the skills of the workers, engineers and techni- 
cians so that they would be able to handle the 
new plant efficiently. In view of this, the second 
five-year plan stipulated a less rapid industrial 
growth rate. The average annual growth rate of 
industry was set at 16.5 per cent—it had been 
22 per cent during the first five-year plan period. 

Under the second five-year plan, consumption 
by the population was to increase two or three 
times as much as in the first five-year period. 
For this purpose, the plan stipulated a higher 
growth rate of consumer goods (18.5 per cent), 
than in capital goods (14.5 per cent). 

The figures for labour were highly significant. 
While in the first five-year plan the stamping 
out of unemployment and ensuring full employ- 
ment of the able-bodied population had been vi- 
tal, a central task of the second five-year plan 
was to raise labour productivity. This was to rise 
by 63 per cent in large-scale industry, 43 per cent 
on the railways, 75 per cent in building, and so 
on. Targets were also set on training and im- 
proving the skills of industrial personnel, the 
further mechanization of heavy work, etc. 

The second five-year plan contained a concrete 
programme on the development of Union Re- 
publics and economic districts of the USSR, as 
well as the territories and regions. Continuing 
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the line for concentrated building of industrial 
enterprises in the east to bring raw material 
sources closer to industry and to ensure a more 
even distribution of the production forces in the 
Soviet Union, the second five-year plan, along 
with the further development of the principal 
industrial districts, stipulated the setting up of 
new power production bases, as well as the pro- 
duction of metal and machine tools in the new 
districts, and accelerated development and in- 
dustrialization in the national republics and re- 
gions. Rational changes were introduced in ag- 
ricultural specialization in the districts. 


The Fulfilment of the Second 
Five-Year Plan 


@ The 17th CPSU Congress, which endorsed the 
second five-year economic development plan for 
1933-37, called upon the workers and collective 
farmers to take an active part inits realization. 

The Soviet people had to surmount conside- 
rable obstacles to achieve the targets of the 
second five-year plan. 

Early in the second five-year period attention 
was concentrated on ferrous and non-ferrous me- 
tallurgy both of which had failed to meet the 
targets, and coal and oil production in the new 
economic districts. 

Some industries failed to raise efficiency, re- 
duce costs and improve quality to the extent sti- 
pulated in the plan. The light and food industries 
had received less agricultural raw material than 
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they needed and so had been unable to produce 
the planned quantity of consumer goods. The 
main difficulty was mastering new technology 
which was of key significance to raising labour 
productivity and reducing costs. The effort to 
put the second five-year plan into practice pro- 
ceeded under the slogan put forward by _ the 
Communist Party about the key significance of 
trained personnel. 

The Communist Party and Soviet Government 
systematically directed the implementation of 
the second five-year plan, taking suitable meas- 
ures to overcome difficulties as soon as they 
arose. The Plenum of the CPSU Central Com- 
mittee, held in June-July, 1934, discussed the 
fulfilment of the plan on grain and meat deli- 
veries and improvements in the situation in stock 
farming; in November, 1934, the Plenum dis- 
cussed the end rationing for bread and certain 
other foods; in December, 1935, the Plenum dis- 
cussed the situation in industry and _ transport 
and passed a resolution on it. In February, 1936, 
the Central Committee of the CPSU and the 
Council of People’s Commissars discussed what 
should be done to improve building and to make 
it cheaper. In April, 1936, the Central Executive 
Committee and the Council of People’s Commis- 
sars passed a resolution instituting the factory 
manager’s incentive fund to be made up of a 
part of the profit cleared by the enterprise. In 
October, 1936, the Council of People’s Commis- 
sars instituted a similar fund, to be disposed of 
by managers of self-supporting building and as- 
sembly offices. 

Like the first five-year plan, the principal force 
on which the implementation of the second five- 
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year plan depended was the enthusiasm of the 
working class which found expression in the 
Stakhanovite movement. That new stage of so- 
cialist emulation had been prepared by the 
triumph of socialism in every sphere of the So- 
viet economy. This caused an upsurge of the 
creative activity and labour heroism among the 
masses. 

The Stakhanovite movement emerged in Au- 
gust, 1935, in the Donbas, getting its name from 
Alexei Stakhanov, an advanced miner. The new 
kind of mass emulation spread fast in all bran- 
ches of the Soviet economy. The Communist 
Party supported the initiative displayed by the 
advanced workers who showed examples of high 
labour productivity and worked to spread the 
Stakhanovite movement nationwide. 

To this end, they held conferences of Stakha- 
novites in industry and transport and of masters 
of socialist agriculture and stock farming which 
summed up the achievements of the Stakhanovite 
movement and mapped out its future. 

In December, 1935, the Plenum of the Central 
Committee of the CPSU pointed out the immense 
significance of the Stakhanovite movement in 
the effort to increase labour productivity, use 
manpower more efficiently, and ensure high in- 
dustrial growth rates. The Plenum stated what 
should be done to develop the Stakhanovite 
movement further in industry and other branch- 
es of the Soviet economy. 

Spreading the Stakhanovite movement among 
workers and collective farmers yielded ever bet- 
ter results. As new technologies were progressi- 
vely mastered and the Stakhanovite movement 
grew, Jabour efficiency increased and social pro- 
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duction expanded fast. Already during the first 
year of the movement industry beat the labour 
productivity target. There was a fresh upsurge 
in industry. The plan for 1936 (the fourth year 
of the five-year period) stipulated a 23-per cent 
growth in industrial production, which provided 
for the fulfilment of the second five-year plan 
in the key branches of industry in four years. 

The Stakhanovite movement also facilitated 
an improvement in economic planning. The 
movement upset the old practical standards, 
making it clear that the design capacity of en- 
terprises had been understated and that the old 
production programmes failed to match the ac- 
tual potentials, calling for new plans based on 
higher standards which would take the Stakha- 
novites’ experience and the achievements of 
science and technology into account. 

The Stakhanovite movement helped to reveal 
and eliminate many bottlenecks and partial lack 
of balance in the capacity of some industries as 
well as discrepancies between individual enter- 
prises and shops. 

Therefore, during 1936 production conferences 
were held in all industries to redefine capacity 
standards. These conferences were attended by 
advanced workers and Stakhanovites, designers, 
research workers, and Party and trade union 
workers. They were given wide press coverage. 
At the conferences, thousands of engineers, fore- 
men, Stakhanovites and research workers made 
proposals and expressed ideas which reflected 
the vast experience accumulated by the many 
bodies they represented. 

As a result of the conferences, it was possible 
fo inerease the standard machine capacity in 
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heavy industry by at least 25-30 per cent and 
obtain tens of thousands of millions of roubles 
worth of extra output using the same equipment. 

The Stakhanovites vied with each other to use 
raw materials and fuel to the best possible ad- 
vantage, reducing their expenditure per unit of 
output, replacing raw materials in short supply 
by materials which were more easily available, 
reducing the reject rate, and so on. Thanks to 
these efforts, all industries were able to increase 
output using the raw materials and fuel avail- 
able. 

During the second five-year economic period 
the Soviet working people played a still greater 
part in economic planning. Along with numerous 
production conferences held in different indust- 
ries to work out new practical standards and 
output standards, they also arranged conferences 
of active workers in factories and various branch- 
es of the economy and people’s commissariats, 
joint meetings of advanced workers from dif- 
ferent industries and Communist Party and So- 
viet Government leaders, and factory production 
conferences. Wide sections of factory workers, 
state farm workers and collective farmers began 
to take part in working out production schedules. 
In this way, they tapped new reserves which 
enabled them to reduce costs and achieve the 
output targets with lower investments of capital, 
less raw material, transport, and so on. 

Economic plans drew increasingly on senior 
workers’ knowhow and on progress of science 
and technology. The USSR Academy of Sciences, 
the Academies of Sciences of Union Republics, 
research centres and tens of thousands of scien- 
tific and technical workers now systematically 
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participated in drafting economic plans. Key 
problems in national economic planning like the 
exploitation of natural resources, surveying for 
mineral deposits, the evolvement of new exploi- 
tation methods, the possibilities of applying the 
latest results achieved by science and technology 
in the Soviet Union and abroad in practice, the 
introduction of improved technologies, the orga- 
nization of modern lines of production, the use 
of new raw materials and building materials, 
methods for improving crops, and so on, were 
tackled with the assistance of a great number of 
Soviet research centres and organizations. 

When the second five-year plan was under 
way, a great deal was done to build up economic 
management and planning bodies, to improve 
their standards and refine the methods of plann- 
ed management. 


The Main Achievements of the 
Second Five-Year Plan 


@ Thanks to the immense organizing work done 
by the Communist Party and Soviet Government, 
the heroic efforts of the Soviet people and the 
advantages of the socialist economic system, the 
second five-year economic development plan of 
the Soviet Union was completed ahead of sche- 
dule. 

As regards the output of large-scale industry, 
the second five-year plan was completed in 
March, 1937, i.e., in four and a quarter years. 
Over the second five-year period gross industrial 
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output increased 120 per cent, the output of ca- 
pital goods increased by 140 per cent. The aver- 
age annual rate of increment in industrial output 
amounted to 17.1 per cent against the 16.5 per 
cent stipulated in the plan. 

As a result of mastering new technology and 
thanks to the spread of the Stakhanovite move- 
ment, the labour productivity target was exceed- 
ed. Instead of growing by 63 per cent as plann- 
ed, labour productivity in large-scale industry 
actually went up 82 per cent. 

Many industrial projects were built during the 
period and thousands of new enterprises were 
put into operation, including concerns as large 
as the Chelyabinsk Tractor Plant, the Voroshi- 
lovgrad Locomotive Works, the Novocherkassk 
Locomotive Works, the Urals Carriage Works, 
the Krivoi Rog, New Tula and New Lipetsk Me- 
tallurgical Works, the“‘Azovstal” on the Azov Sea 
coast, and so on. In that time, 145 new or com- 
pletely reconstructed collieries with an annual 
capacity of 74.6 million tons, 25 cracking plants, 
20 blast furnaces, 80 open-hearth furnaces, etc., 
were put into operation. New production funds 
were put into use particularly fast in the capital 
goods industries. In 1937, they accounted for 
78.2 per cent of the aggregate assets of large- 
scale industry. Incidentally, in 1936 large enter- 
prises built during the first and second five-year 
economic periods accounted for 10.8 per cent of 
all Soviet industrial enterprises and for 98 per 
cent of total industrial output. 

The Soviet Union quickly built an advanced 
engineering industry which began to supply the 
economy with machines. Thus, in 1937 the out- 
put of lathes, steam and gas turbines and agri- 
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cultural machines increased by factors of 32.3, 
181 and 40 respectively compared with 1913. 

A lot was done to carry on with electrification 
in the Soviet Union: 28 large district electric 
power stations, including 11 hydroelectric power 
slations, were put into operation. The Dnieper 
Ilydroelectric Power Station, the first stage of 
which had been commissioned during the first 
five-year period, generated more clectric power 
in 1936 than all the power plants in Russia in 
1913. By the close of the second five-year pe- 
riod the capacity of the electric power stations 
of the Soviet Union had mounted to 8.7 million 
kw, which was nearly an 8-fold increase over 
pre-revolutionary times. 

The Soviet Union had become a mighty in- 
dustrial nation and in 1936 it emerged to first 
place in Europe and second in the world for in 
dustrial output. As a result of the first and se- 
cond five-year plans, Soviet industry was well 
set up with new machinery. In 1937, the output 
from new or completely reconstructed enter- 
prises made up more than four-fifths of its total 
industrial output. Engineering plants of this kind 
were responsible for about nine-tenths of the in- 
dustry’s total output, the plants manufacturing 
farm machinery and cars and tractors accounting 
for 95 and 100 per cent respectively. 

The end of the second five-year period saw the 
completion of the technical reconstruction which 
made the Soviet Union into an advanced econo- 
mically independent country. 

As a result of the realization of the second 
five-year plan, the pattern of the Soviet economy 
underwent further changes. In 1937, industrial 
output accounted for 77.4 per cent of aggregate 


84 


output, and the share of capital goods produc- 
tion was nearly three-fifths of total industrial 
output. 

During the second five-year period collectivi- 
zation of Soviet agriculture was completed, and 
93 per cent of all farms had joined collective 
farms. One of the most difficult tasks of the 
victorious socialist revolution was thus accom- 
plished. The state farms also grew. 

Socialist farming received up-to-date machin- 
ery. In 1938 it had 483,500 tractors, 153,500 com- 
bines, 195,800 lorries, and over 130,000 thresh- 
ers. In 1937, the collective farms had 5,818 ma- 
chine-and-tractor stations at their disposal. 
Whereas in 1928 mechanical engines (tractors, 
cars, self-propelled harvest combines, and so on) 
accounted merely for 5.2 per cent of the total 
power resources of Soviet agriculture, in 1937 
they accounted for two-thirds. Electric power 
consumplion in agriculture increased nearly 11 
times over in this period. 

The new Rules for Farming Co-operatives did 
a lot to improve the collective farm system. 
They were discussed and approved by the Se- 
cond National Congress of Advanced Collective 
Farmers and endorsed by the Soviet Govern- 
ment in February, 1935. The Rules fixed the key 
principles of the socialist economy. They sti 
pulated comprehensive development of collec- 
tive-farm property, rational farm management 
on the basis of the targets laid down in the na- 
tional economic plans, the systematic improve 
ment of yields and of the productivity of stock 
farming, the implementation of the socialist 
principle of payment by results, and collective- 
farm democracy in the management of the co- 
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operative economy. In accordance with the Ru- 
les, collective farmers derived their main in- 
comes from the collective farm. But each collec- 
tive-farm family was allowed a small plot of 
land attached to their house, to grow vegetables 
and fruit and keep animals and fowls. 


By the decision of the government adopted 
early in the second five-year economic period, 
both collective and individual farmers had to 
deliver a proportion of grain and animal pro- 
ducts to the state at government prices. The de- 
liveries were obligatory, being in the nature of 
a tax. The quotas of cereals to be delivered by 
collective farms depended on the number of hec- 
tares sown by each collective farm in accord- 
ance with its plan, and of animal products, on 
the number of cattle kept on the farm. Since 
1933, the collective farms had had to pay for 
the work done for them by machine-and-tractor 
stations in kind. These payments in kind con- 
tributed 15.7 per cent of centralized government 
purchases of grain in 1933, rising to 44.1 per 
cent in 1937. During the second five-year period 
the state bought surplus marketable produce 
from collective farms, their members, and indi- 
vidual farmers through the consumer co-operati- 
ves, at prices somewhat higher than the fixed 
price. 


State grain purchases mounted to 1,900 milli- 
on poods in 1937, compared with 650 million 
poods in 1928, a threefold increase. Industrial 
crop production, especially of raw cotton and 
sugar beet, increased considerably. Stock farm- 
ing also began to improve. Nevertheless, agricul- 
tural production on the whole continued to lag 


behind the growing needs of the economy and 
the population. 

Much was done during the second five-year- 
plan period to improve the situation in trans- 
port which at the beginning of the period was 
a “bottleneck” holding back economic develop- 
ment. To counteract this imbalance, the social- 
ist state built up the material and technical base 
of transport. Towards the close of the second 
five-year period the Soviet railways increased 
to 83,300 km; 3,300 km of new track and 5,700 
km of branch lines had been put into operation. 
During the first and second five-year periods the 
length of navigable river routes increased from 
71,600 km in 1928 to 101,900 km in 1937. In a 
short time, railway transport had become an ad- 
vanced branch of the national economy, fulfill- 
ing the five-year plan in four years. 

Complete socialist reconstruction of industry 
and agriculture told sharply on the trade rela- 
tions between town and country, the collective 
farms and socialist industry. There was no long- 
er any private trade in the Soviet Union. Trade 
was conducted through co-operative and public 
organizations. Public trade predominated, the 
co-operative shops accounted for just a quarter 
of business. Co-operative trade was chiefly con- 
ducted in the countryside. 

The figures on page 88 characterize the de- 
velopment in the Soviet Union during the second 
five-year economic period. 

The years of the second five-year plan were 
marked by signal achievements in the cultural 
development of Soviet population. Primary edu- 
cation for all children in their native languages 
was introduced, illiteracy was almost entirely 
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Item 1932 1937 


1937 in 
per cent 
of 1932 


1. National Income (in 

1926-27 prices, thou- 

sand million roubles) 45.5 96.3 211.6 
2. Capital Investments in 

the Economy, Including 

Capital Repairs and 

Extra Spending (in cur- 

rent prices, thousand 

million roubles) 50.5 137.5 272.2 
3. Gross Industrial Output 

(in 1926-27 prices, 

thousand million rou- 


bles) 43.3 95.5 220.6 
4. Grain Yield (million 

poods) 4,266 7,344 172.2 
5. Factory and Office 

Workers (millions) 22.9 27 117.6 


eradicated, and a new force, the people's intelli- 
gentsia, was raised. 

The task of increasing consumption was suc- 
cessfully fulfilled. The output of consumer goods 
was nearly doubled. Real wages and salaries 
more than doubled. Early in 1935 the rationing 
of bread and other foods ended. 

By the end of the second five-year period all 
exploiting classes in the USSR, and the last 
remnants of the division of society into exploiter 
and exploited, had been finally eradicated. 

Socialist (state and co-operative—collective- 
farm) property became dominant in the Soviet 
national economy. Thus, in 1936 it accounted for 
98.7 per cent of the national production assets, 
the state property (the property of the whole 
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people) accounting for 90 per cent of the pro- 
duction assets of the economy, and co-operative- 
collective-farm property accounting for 8.7 per 
cent. The Soviet socialist economy accounted for 
99.1 per cent of the national income. 

As a result of the first and second five-year 
plans the Soviet economy was no longer charac- 
terized by the presence of several modes of pro- 
duction. The socialist mode of production had 
become dominant. 

The transition from capitalism to socialism 
was completed and socialist society built in the 
Soviet Union. This historic achievement was set 
down in Article 4 of the Constitution of the 
USSR, which states: “The economic foundation 
of the USSR is the socialist system of economy 
and the socialist ownership of the instruments 
and means of production, firmly established as a 
result of abolishing the capitalist system of eco- 
nomy, the private ownership of the instruments 
and means of production, and the exploitation of 
man by man.” The Constitution also states that 
an economy based on public ownership is guar- 
anteed planned development. Article 11 runs: 
“The economic life of the USSR is determined 
and guided by the state economic plan for the 
purpose of increasing the wealth of society, stea- 
dily raising the material and cultural standards 
of the working people and strengthening the in- 
dependence of the USSR and its defence poten- 


tial.” ! 
* Ed * 


Economic planning in the USSR has a long 
enough history. It shaped and grew as public 


' Constitution of the USSR, pp. 12, 15-16. 
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ownership of the means of production became 
firmly established and socialist relations in so- 
ciety developed. 

The first economic plans were even drafted 
in the Soviet Union during the civil war and the 
military intervention. They were current plans, 
for managing the war-time economy to get to- 
gether the means and resources to defend the 
young republic. The plans were usually drafted 
for three- or six-month periods. 

During the rehabilitation period, the aim of 
economic planning was to provide for the build- 
ing of socialist society, to help the socialist sec- 
tor to get the upper hand, to reconstruct small- 
scale production, restrict and finally abolish the 
capitalist element. 

From 1922 on, yearly plans were drafted usu- 
ally covering only a few industries. Thus, the 
successive annual plans for the 1922-23, 1923-24 
and 1924-25 economic years took care of 13, 19 
and 22 industries respectively. The industries co- 
vered by the last of these accounted for 65-70 
per cent of output of state-owned enterprises. 

The first state plan for agriculture was a Jong- 
term plan for rehabilitating and developing agri- 
culture in the drought-stricken areas. This was 
endorsed by the Soviet Government in 1922. 

The first plan to include co-ordinated indicat- 
ors in key branches of the economy (industry, 
agriculture, capital construction, home and fo- 
reign trade and the Budget) was of estimated fi- 
gures for the economic year 1925-26, published 
in August, 1925. Similar planned assignments— 
estimated figures—-were also drawn up for sub- 
sequent years. 

The estimated figures for the economic year 


1927-28 stipulated rapid industrialization, a fur- 
ther consolidation of the socialist mode of pro- 
duction, and consistent pressure to push the ca- 
pitalist elements out of the economy. 


By that time the Soviet economy had achiev- 
ed tangible results. The rehabilitation period 
was over. Now the country had to build the foun- 
dation of the new socialist economy, recon- 
struct industry, build up a powerful heavy indus- 
try and reorganize agriculture. To cope with 
these tasks, the previously adopted GOELRO 
plan had to be made more concrete. It had be- 
come necessary to draft economic plans for some 
years ahead. Such economic plans were: the first 
five-year economic development plan of the So- 
viet Union for 1928-32, the second five-year plan 
for 1933-37 and other plans that followed. Then 
the 18th CPSU Congress endorsed the third 
five-year plan for 1938-42 which provided for the 
further progress of industry and agriculture, and 
a higher standard of living for the Soviet people. 


Before the war, the third five-year plan was 
successfully fulfilled. The further priority growth 
of the industries producing capital goods was 
stepped up. As a result, in 1940 the relation be- 
tween the production of the means of produc- 
tion and the production of consumer goods 
changed still more in favour of the means of 
production, which accounted for 61 per cent of 
aggregate industrial output. The share of heavy 
industry, above all engineering, increased con- 
siderably. 

Nazi Germany's perfidious attack on the So- 
viet Union in 1941 upset the Soviet people’s 
peaceful constructive work, and temporarily 
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checked the overall upswing of the economy and 
growth of the standard of living. 

In war-time, as in peace-time, the Soviet eco- 
nomic effort proceeded under economic plans. 
Nevertheless, the war greatly affected economic 
planning, changing trend, method and organiza- 
tion, and posing different problems. 

From the beginning of the war the Soviet Go- 
vernment, on the’ representation of the State 
Planning Committee, ministries and departments 
of the USSR systematically began to endorse 
military-economic plans which geared all eco- 
nomic activities to war-time objectives. This 
notably contributed to the Soviet Union’s milit- 
ary and economic victory over the enemy. 

The war caused immense damage to the So- 
viet economy. The CPSU directed the Soviet peo- 
ple’s efforts at overcoming the after-effects of 
war as quickly as possible. For this purpose, 
plans of economic rehabilitation of many dist- 
ricts were drafted, endorsed and carried out 
even while the war was still in progress. 

In 1946, the Supreme Soviet of the USSR 
adopted the Law on the Fourth Five-Year Plan 
of economic development of the USSR for 1946- 
50. The main cconomic and political task for 
the fourth five-year period was the complete re- 
habilitation of the economy in the areas hit by 
the war, to reach the prewar economic level. 

The Directives on the Fifth Five-Year Plan 
for 1951-55, approved by the 19th CPSU Con- 
gress, continued along the lines of the preced- 
ing five-year plans for increasing the Soviet eco- 
nomic potential, ensuring priority development 
of heavy industry and improving the living stan 
dard of the Soviet people. 
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Under the two postwar five-year plans, thou- 
sands of new plants and factories with up-to-date 
equipment were built in the Soviet Union. There 
were new successes in science and technology. 
The productive forces in agriculture increased. 
The standard of living was improving steadily. 

The main goals of the seven-year plan for 
1959-65 were to develop all branches of — the 
economy further on the basis of the priority 
growth of heavy industry and increasing the 
Soviet cconomic potential substantially, to pro- 
vide for a continuous growth of living standards. 

The seven-year plan was successfully comple- 
ted. The seven-year period was marked by a 
fresh strong upsurge of the productive forces 
and an increase in industrial and agricultural 
output. A large stride forward was made in 
building the material and technical base of com- 
munism. The economic potential increased no- 
tably and so did Soviet people’s material and 
cultural standards. 

The rapid advance of technology, the need to 
make social production more efficient, to speed 
the growth of the people’s well-being, called for 
improved economic management methods, for a 
better organization and more effective socialist 
economic planning. 

Especially impressive measures to improve 
economic management and planning were laun- 
ched under the decisions of the September, 1965, 
Plenum of the CC CPSU, as well as of the 23rd 
CPSU Congress, which blueprinted the economic 
policy of the Party and the Soviet Government 
at the present stage of communist construction. 
The September Plenum charted the programme 
of major economic reforms, the further improve- 
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ment of economic management, and the in- 
troduction of new planning and economic sti- 
mulation methods. 

The CPSU has resolutely taken a_ scientific 
approach to the economy and improvement of 
economic management methods in order to use 
the objective laws governing the development of 
socialist society more fully to bring about a fresh 
and powerful upsurge in the national cconomy, 
increase the effectiveness of social production 
and speed the building of the material and tech- 
nical base of communism. 

The principal economic objective of the eighth 
five-year plan for 1966-70 was to use scientific 
and technological developments as fully as pos 
sible to ensure the industrial development and 
increase the effectiveness of social production as 
a whole, increase labour productivity in order 
to provide for an appreciable growth of indus- 
trial output and a high and stable growth in ag- 
riculture to raise the standard of living sub- 
stantially. 

As a result of their creative constructive ef- 
fort, Soviet people successfully carried out the 
eighth five-year plan. During the eighth five- 
year economic period, hundreds of industrial en- 
terprises went into operation and the largest 
grain and cotton harvests in the whole history 
of the country were obtained. Real per capita 
income increased 33 per cent instead of the plan- 
ned 30 per cent, the wages of some categories 
of workers were raised, a five-day week was 
introduced, collective farmers received guaran- 
teed pay, pensions were increased and _ social 
insurance was improved. 

The new, ninth five-year period (1971-75) is 
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an important stage in Soviet society’s advance 
towards communism, in building its material 
and technical base, and improving the Soviet 
economic and defence potential. The principal 
objective of this five-year plan is to raise the 
material and cultural standards of the Soviet 
people by ensuring high economic growth rates, 
increasing the effectiveness of production, using 
the fruits of the progress of science and techno- 
logy and speeding the growth in labour produc- 
tivity. 

Soviet experience of rapid cconomic growth 
on the basis of state plans has merited interna 
tional recognition and is widely used by the 
countries which have embarked on the socialist 
path. The vast experience in cconomic planning 
in the USSR was extensively used when the 
Comprehensive Programme for the further ex- 
tension and improvement of co-operation and 
the development of socialist economic integra- 
tion by the CMEA member-countries, which was 
adopted in 1971 by the 25th CMEA Session, was 
drafted. 

“But we cannot afford to mark time, we must 
continue to work hard to improve both the theo- 
ry and the practice of national!-economic plann- 
ing,” runs the report of the Central Committee 
to the 24th Congress of the CPSU. 

For the first time since the war, the five-year 
economic development plan of the Soviet Union 
was drafted for each year of the period, for cach 
Union Republic, ministry and department. Pro- 
ceeding from the instructions of the 24th CPSU 
Congress the planning bodies have already start- 
ed working out the economic perspective of the 
Soviet Union as far ahead as 1990. 
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The improvement of the system and methods 
of management and planning is being directed 
above all at all-round intensification of social 
production, which is the principal line of the 
economic development of the Soviet Union both 
in the short and long term, and a major condi- 
tion for building the material and technical base 
of communism. 


H, KOBAJIb 
MNEPBbIE HAPORHOXO3AAHCTBEHHBIE TJIAHBI CCCP 


HQ QH2AULCKOM RSBLKE 


Uena 29 kon. 


